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ACCESS  TO  CREDIT  IN  "DISTRESSED" 
COMMUNITIES 


FRIDAY,  JUNE  25,  1993 

House  of  Representatives, 
Subcommittee  on  Minority  Enterprise, 

Finance,  and  Urban  Development, 

Committee  on  Small  Business, 

Washington  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  9:50  a.m.,  at  Comp- 
ton  City  Hall,  205  S.  Willowbrook  Avenue,  City  Council  Chambers, 
Compton,  CA,  Hon.  Kweisi  Mfume  (chairman  of  the  subcommittee) 
presiding. 

Chairman  Mfume.  Ladies  and  gentlemen,  good  morning,  and 
welcome  to  this  hearing  of  the  Subcommittee  on  Minority  Enter- 
prise, Finance  and  Urban  Development.  I'd  like  to  thank  you  for 
being  here  and  thank  also  the  members  of  this  committee  who 
have  traveled  a  great  distance  to  join  us  this  morning.  I'm  pleased 
to  welcome  you  to  today's  hearing,  and  pleased  also  that  it  is  our 
first  field  hearing  and  that  it's  being  convened  here  in  this  congres- 
sional district  in  California,  a  district  now  represented  by  former 
mayor  of  Compton,  my  colleague  and  friend  Walter  Tucker,  III.  Al- 
though Walter,  as  many  of  you  know,  is  serving  in  his  first  term  in 
Congress,  he  has  already  demonstrated  leadership  and  a  tenacious 
commitment  to  work  toward  solutions  to  critical  problems  that  are 
confronting  urban  America  that  we  believe  will  serve  him  and  his 
constituents  well  over  the  years  to  come.  He  is  a  valued  member  of 
this  committee.  We  look  forward  to  and  respect  his  wisdom  and  his 
insight.  It's  a  pleasure  for  this  committee  to  join  him  and  to  join  all 
of  you  here  in  Compton  today. 

Today's  hearing  will  focus  on  concerted  efforts  by  the  Small  Busi- 
ness Administration  and  private  lending  institutions  to  provide 
credit  to  economically  distressed  communities  through  loans,  to 
small  and  minority  businesses  and,  through  other  innovative  meth- 
ods, utilizing  public  and  private  sector  resources.  Small  business 
development  is  central  to  the  recovery  and  sustained  growth  of  our 
economy  in  this  country.  Minority  business  development  in  particu- 
lar is  essential  for  economic  revitalization  of  urban  city  communi- 
ties where  crime  is  commonplace  and  unemployment  levels  contin- 
ue in  an  upward  trend,  a  trend  that  is  intolerable  in  many  re- 
spects. 

Given  that  many  of  you  and  many  other  residents  across  this 
country  who  reside  in  urban  communities  tend,  as  many  of  us  are, 
to  be  members  of  ethnic  minority  groups,  we  believe  that  the  per- 
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sistent  negative  stereotype  and  the  racial  barriers  further  hinder 
us  and  our  Nation,  quite  frankly,  with  respect  to  social  and  eco- 
nomic progress.  It  has  been  estimated  that  small  businesses,  as 
most  of  you  know,  provide  at  least  two-thirds  of  all  new  jobs  in  this 
country,  and  firms  of  fewer  than  20  employees  contribute  most  of 
the  employment  opportunities. 

As  large  firms  reduce  and  restructure  their  work  force,  the  role 
and  importance  of  small  minority  businesses  become  even  more 
critical  to  our  Nation.  Hence,  this  realization  makes  the  issue 
before  our  subcommittee  today  fundamentally  important  to  all  citi- 
zens of  this  Nation.  Without  access  to  capital,  small  and  minority 
owned  business  concerns  cannot  grow,  expand,  or  provide  employ- 
ment opportunities  that  urban  residents  so  desperately  need. 

As  chairman  of  this  subcommittee,  I  am  deeply  committed  to  in- 
suring that  Federal  policies  promote  the  formation  and  the  devel- 
opment of  minority  owned  businesses  in  our  major  cities,  which  ul- 
timately fosters  domestic  tranquility.  I,  like  many  of  my  collesigues 
on  this  committee,  have  long  been  concerned  about  the  availability 
of  credit  to  minority  businesses  and  the  minority  business  market- 
place. This  subcommittee's  jurisdiction  requires  that  we  focus  par- 
ticular attention  on  this  issue  because  it  largely  determines  the 
ability  of  minority  firms  to  grow  and  to  prosper.  It  has  been  dem- 
onstrated that  minority  owned  businesses  confront  more  obstacles 
in  obtaining  capital  than  small  nonminority  businesses  in  general. 
Some  have  even  suggested  that  the  disparity  in  the  total  number  of 
minority-owned  businesses  as  compared  to  the  overall  minority 
population,  is  creating  societal  problems  affecting  families,  neigh- 
borhoods, unemployment,  crime,  and  the  general  welfare  of  our 
cities  and  of  our  Nation  as  a  whole. 

While  the  United  States  has  spent  over  2  years  in  a  slow  econom- 
ic recovery,  the  small  and  minority  business  community  h£is  been, 
and  continues,  in  my  estimation,  to  be  plagued  by  a  chronic  and 
debilitating  capital  crisis.  Although  there  has  been  much  rhetoric 
tossed  about,  particularly  following  the  civil  rebellion  which  oc- 
curred here  last  year,  the  problem  continues  unaddressed,  in  our 
opinion,  in  any  realistic  way  in  urban  and  rural  communities  all 
across  this  Nation.  I  have  heard  first-hand  concerns  of  minority 
businesses  that  suggested  both  equity  and  debt  capital  are  in  short 
supply.  When  debt  capital  is  made  available,  it  is  relatively  more 
costly  to  this  segment  of  the  business  community,  in  contrast  to  the 
experience  of  nonminority  business  owners. 

In  its  1992  report  to  Congress  and  to  the  President,  the  U.S. 
Commission  on  Minority  Business  Development  stated,  and  I  quote, 
that  "minority  business  which  historically  start  out  under  capital- 
ized, quite  often  find  it  next  to  impossible  to  secure  financial  assist- 
ance to  grow  and  expand  their  companies."  Moreover,  access  to 
capital  and  credit  for  minorities  in  businesses  is  at  the  heart  of  re- 
solving many  of  the  problems  in  American  that  are  both  economic 
and  social. 

I  would  be,  therefore,  unreasonable  to  suggest  that  as  a  result  of 
the  testimony  we  receive  today,  members  of  this  subcommittee  will 
be  prepared  to  develop  comprehensive  strategies  to  address  the 
many  ills  facing  our  communities;  however,  we  are  very  much  com- 
mitted to  focus  the  attention  of  Congress  and  the  Executive  Branch 


and,  for  that  matter,  to  the  entire  business  community,  on  the  eco- 
nomic development  needs  in  our  urban  centers  and  to  propose  solu- 
tions that  are  meaningful  and  desirable  for  all  concerned. 

This  morning,  we  will  hear  from  a  senior  official  from  the  U.S. 
Small  Business  Administration  who  will  give  us  an  overview  of 
available  programs  that  promote  small  business  development.  He 
will  also  share  with  us  the  measures  taken  by  the  SBA  in  response 
to  the  unique  needs  in  the  Los  Angeles  small  business  community. 
We  will  also  hear  today  from  local  private  lending  institutions  who 
have  been  widely  recognized  as  being  the  avant  garde  of  providing 
credit  to  underserved  communities  here  in  Los  Angeles  and  in  the 
Los  Angeles  area.  Finally,  we  will  hear  from  a  local  entrepreneur 
and  civic  leader  who  will  share  his  personal  experiences  in  develop- 
ing coalitions  to  revitalize  communities  throughout  the  greater  Los 
Angeles  County  area. 

Before  I  introduce  witnesses,  I  would,  however,  like  to  introduce 
members  of  this  subcommittee.  Those  members,  as  you  know,  have 
traveled  a  great  distance  to  be  here  and  are  very  anxious  to  partici- 
pate in  this  hearing.  I  would  be  remiss  if  I  did  not  yield  first  for 
opening  remarks  to  my  colleague,  who  represents  this  area,  Walter 
Tucker,  who  I  spoke  about  earlier  in  my  remarks.  Again,  it's  the 
pleasure  of  this  subcommittee  to  have  him  as  a  member  and  to  par- 
ticipate in  these  hearings  in  his  district.  Congressman  Tucker. 

[Chairman  Mfume's  statement  may  be  found  in  the  appendix.] 

Mr.  Tucker.  Thank  you  very  much,  Mr.  Chairman.  This  is  an  op- 
portunity and  an  occasion  that  is  unparalleled  and  unprecedented. 
It  is  most  certainly  a  time  for  me  of  personal  excitement  and  per- 
sonal interest.  This  is  the  edifice  and  the  hall  in  which  I  served  for 
a  year-and-a-half  as  mayor  of  this  fine  city,  the  city  of  Compton, 
and  this  is  the  seat  that  I  served  in  many  a  nights  of  great  battle 
and  great  political  discussions.  But  now  I  come  back  here  as  the 
native  son  to  represent  the  interests  not  only  of  Compton,  but  of 
this  entire  district  and  this  entire  country  as  well,  as  a  U.S.  Con- 
gressman. 

I  want  to  congratulate  Chairman  Mfume,  who  is  not  only  the 
chairman  of  the  Subcommittee  on  Minority  Enterprise,  Finance, 
and  Urban  Development,  but  who  is,  and  has  distinguished  himself 
as  a  very  preeminent  leader  as  the  chairman  of  the  Congressional 
Black  Caucus,  which  of  course  is  a  national  organization.  We're  so 
happy  to  have  other  Congress  Members  here  representing  the 
Black  Caucus  and  also  representing  this  subcommittee.  We  have,  of 
course,  and  not  to  get  too  far  ahead  of  you,  Mr.  Chairman,  but  I 
want  to  congratulate  to  my  left,  Congressman  Earl  Hilliard  from 
Alabama  for  being  here  and  showing  a  commitment  and  conscien- 
tiousness to  be  a  part  of  this  hearing. 

Also,  to  my  far  right,  it  gives  me  great  pleasure  to  recognize  and 
introduce  to  you  the  youngest  Member  of  Congress,  black,  white,  or 
otherwise,  and  that  is  none  other  than  Cleo  Fields  from  the  State 
of  Louisiana.  Once  again,  this  is  a  part  of  and,  in  fact,  the  kick-off 
of  history  in  the  making,  and  that  is,  the  Black  Caucus,  coming  to 
Los  Angeles  for  the  very  first  time  in  history.  The  Black  Caucus' 
Public  Policy  Conference  will  take  place  at  the  Airport  Hyatt  Hotel 
that  will  be  going  on  this  entire  weekend.  This  is  the  first  event  of 
what  promises  to  be  a  very  eventful  weekend,  and  once  again,  I 


want  to  congratulate  Chairman  Mfume,  and  I  want  to  congratulate 
the  staff  members  for  all  the  work  that  they  have  done,  and  we 
look  forward  to  the  testimony  of  the  participants. 

Chairman  Mfume.  Thank  you  very  much,  Walter.  I'll  take  a 
minute  to  sort  of  reintroduce  following  the  remarks  of  Mr.  Tucker, 
in  alphabetical  order  the  other  two  Members  of  Congress  who  are 
here  with  us  and  to  advise  you  that  to  my  immediate  right  and  to 
your  left  is  Bruce  Gamble,  the  Staff  Director  of  this  subcommittee. 
Joining  us  from  the  State  of  Louisiana,  as  you  heard  earlier,  is 
Cleo  Fields,  who  has  really  juggled  her  schedule  this  morning  and 
who  is  supposed  to  be  part  of  another  hearing  that's  taking  place 
out  at  the  airport  and  is  here  instead  as  a  member  of  this  subcom- 
mittee, a  rather  distinguished  member,  to  participate  in  today's 
hearing.  Mr.  Fields  from  Louisiana. 

Mr.  Fields.  Thank  you,  Mr.  Chairman.  I  want  to  also  thank  you, 
Mr.  Tucker,  for  giving  us  the  opportunity  to  come  to  a  fine  place 
called  Compton,  and  also  a  fine  place  in  your  congressional  district. 
It's  always  good  to  be  a  part  of  a  district  that's  moving  and  eco- 
nomical development  is  certainly  an  aspect  that  we  must  deal  with 
today. 

I  want  to  also  thank  you,  Mr.  Watkins  and  other  members  of  the 
panel  for  being  here  this  morning.  I've  had  the  opportunity  to  meet 
with  Mr.  Watkins,  and  we've  talked  about  several  economic  devel- 
opment aspects  of  the  African-American  community.  We've  also 
talked  about  the  8(a)  Program  which  is  very  important  to  this  com- 
munity as  well  as  this  country.  We've  had  an  opportunity  to  talk 
about  how  we  can  get  the  SBA  to  network  with  colleges  and  uni- 
versities, particularly  historically  black  colleges  and  universities 
across  the  country,  because  I  do  think  a  place  where  you  can  get  a 
lot  of  research  as  well  as  a  place  where  you  can  also  serve  as  a  nu- 
cleus and  educational  platform  for  a  bunch  of  kids,  a  bunch  of  col- 
lege students. 

Last,  I'm  concerned  about  the  credit,  that  many  businesses  find 
themselves  in  a  credit  crunch  because  they're  not  able  to  borrow 
the  necessary  moneys  to  expand  their  business,  and  that's  some- 
thing that  I'm  sure  that  we'll  get  into  later  on  in  this  hearing.  I 
just  want  to  thank  you,  Mr.  Watkins,  along  with  Mr.  Hilliard  and 
Mr.  Bernard.  I  want  to  thank  each  of  you  for  being  here.  Mr. 
Chairman,  it's  a  pleasure  to  be  here,  and  Walter,  thank  you  for  the 
invitation  to  your  district. 

Chairman  Mfume.  Thank  you  very  much,  Mr.  Fields.  Thanks  for 
adjusting  your  schedule  also  to  be  a  part  of  this  hearing.  We  appre- 
ciate that.  Finally,  let  me  introduce  to  you  the  other  member  of 
this  committee.  Earl  Hilliard,  who  is  from  the  State  of  Alabama 
and  a  former  distinguished  member  of  that  State's  legislature.  He 
is  a  contributing  member  of  this  committee.  We  are  very  happy 
that  he  could  find  it  in  his  schedule  also  to  come  out  here  to  Comp- 
ton and  to  be  with  us  this  morning.  The  gentleman  from  Alabama, 
Mr.  Hilliard. 

Mr.  Hilliard.  Thank  you  very  much,  Mr.  Chairman.  Mr.  Chair- 
man, I'm  very  happy  to  be  here,  and  I'd  like  to  thank  Congressman 
Tucker  for  the  invitation  that  he  extended  to  this  committee  to 
come  and  talk  about  a  subject  that  is  very  dear  to  America.  If  we 
are  to  strengthen  America,  we  must  make  sure  that  we  reveal  or 


inner  cities.  We  must  make  sure  that  we  save  our  rural  communi- 
ties. In  order  to  do  that,  we  must  make  sure  that  we  extend  credit 
to  everyone,  that  everyone  has  equal  access,  that  there  is  no  ques- 
tion about  our  Federal  agencies  participating,  and  making  sure 
that  everyone  can  be  enhanced.  So,  I'll  say  that  it  is  good  to  have 
you  hear  to  talk  about  this  issue  and  to  bring  it  to  inner-city  Amer- 
ica. Thank  you  very  much,  Mr.  Chairman. 

Chairman  Mfume.  Thank  you  very  much,  Mr.  Hilliard.  Let  me 
advise  persons  here  also  that  we  are  being  joined  by  Allison  Baird, 
who  is  a  professional  staff  person  with  the  ranking  member  of  this 
subcommittee,  Mr.  Machtley.  She  is  representing  him  and  the 
other  side  of  the  capacity  this  morning,  and  we  are  certainly  glad 
to  have  her  here  as  well. 

Our  witnesses  on  the  first  panel  include  Daj^on  Watkins,  Coun- 
selor to  the  Administrator  of  the  SBA,  accompanied  by  Bernard 
Kulik,  assistant  administrator  for  Disaster  Assistance,  and  Mike 
Lee,  district  director  of  the  Los  Angeles  District  Office.  We'd  like  to 
begin  with  today's  testimony.  Mr.  Watkins,  won't  you  proceed  in 
any  manner  that  you  see  fit? 

TESTIMONY  OF  DAYTON  WATKINS,  COUNSELOR  TO  THE  ADMIN- 
ISTRATOR  OF  THE  SBA;  ACCOMPANIED  BY  BERNARD  KULIK, 
ASSISTANT  ADMINISTRATOR  FOR  DISASTER  ASSISTANCE,  AND 
MIKE  LEE,  DISTRICT  DIRECTOR  OF  LOS  ANGELES  DISTRICT 
OFFICE. 

Mr.  Watkins.  Thank  you  very  much,  Mr.  Chairman,  distin- 
guished members  of  the  subcommittee.  Before  I  start,  I'd  like  to  do 
two  things.  One,  I  have  already  submitted  to  the  subcommittee, 
Mr.  Chairman,  the  testimony  that  I  wanted  to  enter  into  the 
record.  It's  quite  lengthy,  and  what  I  have  done  is  summarized  it, 
and  if  it's  to  your  pleasure,  I'd  like  to  give  the  summary  testimony 
as  opposed  to  reading  the  entire  testimony. 

Chairman  Mfume.  That  would  be  fine.  The  entire  testimony  will 
appear  in  the  record,  and  you  may  summarize  as  you  see  fit. 

Mr.  Watkins.  Thank  you  very  much.  Second,  I  think  it's  very  im- 
portant that  I  begin  by  setting  the  tone  for  the  administration.  As 
you  know,  President  Clinton  has  voiced  on  many  occasions  how  im- 
portant diversity  is  to  America.  He  has  demonstrated  this  through 
his  appointment  of  senior  level  officials  throughout  the  Govern- 
ment, at  Cabinet  level,  sub-Cabinet  level,  undersecretaries,  assist- 
ant secretary  levels.  He  has  voiced  his  belief  that  diversity  in 
America  is  important  and  key,  not  just  in  the  employment  of  mem- 
bers in  his  Cabinet.  What  he  is  attempting  to  do  is  to  set  the  tone 
for  America,  to  let  all  Americans  know  that  diversity  is  a  strength 
and  not  something  else.  So,  what  that  would  mean  to  me  and  what 
it  means  to  us  at  the  SBA  is  that  it  is  not  just  good  for  the  Federal 
Government  to  believe  in  diversity  throughout  the  employment, 
but  also  in  corporate  America,  it  is  also  very  important  that  diver- 
sity be  a  main  issue  with  regard  to  employment,  with  regard  to 
opening  up  procurement  opportunities  that  are  available  for  small 
and  minority  owned  businesses  throughout  the  country. 

It  is  indeed  a  pleasure  for  me  to  be  here.  I  think  that  I  am  an 
agent  of  change,  and  I  certainly  know  that  members  of  this  sub- 


committee  are  agents  of  change,  and  you  are  also  demonstrating 
that  by  holding  this  first  Black  Caucus  hearing  here  in  the  city  of 
Los  Angeles.  I  want  to  commend  you  on  doing  that. 

Chairman  Mfume.  Mr.  Watkins,  let  the  record  reflect  that  this  is 
a  hearing  of  the  subcommittee  and  not  the  Black  Caucus. 

Mr.  Watkins.  I'm  sorry.  I  stand  corrected.  Mr.  Chair  and  distin- 
guished members  of  the  subcommittee,  I  am  Dayton  Watkins, 
Counselor  to  the  Administrator  of  the  U.S.  Small  Business  Admin- 
istration, and  formerly  the  acting  administrator  for  the  Small  Busi- 
ness Administration  before  the  SBA  and  president  appointed  and 
confirmed  Mr.  Erskine  Bowles.  Mr.  Bowles  sends  his  regrets  that 
he  could  not  be  here.  He  has  a  conflict  in  his  schedule,  and  he 
asked  me  to  come  in  representation  of  the  Small  Business  Adminis- 
tration. 

With  me  I  have  Mr.  Michael  Lee,  who  is  the  District  Director  of 
the  Los  Angeles  SBA  office,  Mr.  Bernard  Kulik,  who  is  our  Assist- 
ant Associate  Administrator  for  Disaster,  and  a  whole  host  of  our 
Los  Angeles  office  staff  are  here  as  well,  and  they  will  assist  me 
and  us  as  we  continue  through  this  hearing. 

Mr.  Chairman,  this  year  marks  the  40th  anniversary  of  the  U.S. 
Small  Business  Administration.  From  early  in  the  history  of  this 
agency,  it  has  used  a  variety  of  programs  to  promote  the  growth 
and  progress  within  the  minority  business  community.  In  the  late 
'60's,  the  SBA's  minority  small  business  program  was  expanded  to 
bring  business  development  and  Federal  contract  procurement  op- 
portunities to  our  8(a)  Program  participants.  I  am  very  proud  to  be 
a  part  of  the  agency.  I  am  proud  certainly  to  be  a  part  of  the  Clin- 
ton administration.  There  are  tremendous  opportunities  that  are 
facing  us  today,  and  we  certainly  will  take  advantage  of  those  op- 
portunities. 

This  record  of  achievement  of  the  SBA  continues,  and  under  the 
Clinton  administration,  we  know  that  we  must  do  more.  The  Clin- 
ton administration  is  committed  to  strengthening  the  initiatives  we 
have  available  for  minority  business  community.  President  Clinton 
understands  that  not  only  is  it  right  to  take  this  course,  but  also 
that  it  is  in  the  best  interest  of  America  to  make  sure  that  every 
American  has  the  opportunity  to  contribute  to  the  full  extent  of 
their  talents.  One  of  the  ways  we  promote  this  business  develop- 
ment, Mr.  Chairman,  is  through  our  well  used  loan  guarantee  pro- 
grams, which  I  would  like  to  review  briefly  for  you  this  morning. 

The  first  is  our  7(a)  loan  guarantee  program.  Loans  through  this 
program  are  made  by  private  lenders,  usually  banks,  and  are  guar- 
anteed up  to  90  percent  by  the  Small  Business  Administration.  The 
7(a)  Program  helps  the  lender  make  loans  that  do  not  normally  fit 
under  bank  rules,  and  is  particularly  helpful  in  cases  where  the 
business  is  a  startup.  The  loan  has  a  longer  maturity,  or  there  is  a 
concern  about  the  sufficiency  of  collateral.  A  breakdown  of  the  Los 
Angeles  County  by  minority  group  based  on  the  number  of  loans 
approved  thus  far  in  fiscal  year  '93  shows  a  distribution  of  approxi- 
mately 3.9  percent  of  loans  to  African-American  entrepreneurs,  10 
percent  to  Hispanic  entrepreneurs,  28.3  percent  to  Asian  entrepre- 
neurs, and  .4  percent  to  Puerto  Rican  entrepreneurs.  The  SBA  rec- 
ognizes that  we  can  do  better.  We  want  to  continue  to  expand  our 


outreach  efforts  by  working  with  community  leaders  and  the  mem- 
bers of  this  committee. 

A  second  loan  program  administered  by  the  SBA  is  the  certified 
development  loan  program,  or  504  Program,  which  provides  perma- 
nent fixed  rate  financing  for  businesses  needing  to  acquire  proper- 
ty or  long  term  fixed  assets.  The  requirement  for  borrowers  of  this 
program  is  that  one  job  be  created  for  every  $35,000  in  loans  made. 
There  are  four  CDC's  in  the  Los  Angeles  area  participating  in  this 
program. 

The  Los  Angeles  district  office  generally  leads  the  Nation  in  loan 
guarantee  approvals.  In  fiscal  year  1992,  SBA  approved  1,035  busi- 
ness loans  in  the  Los  Angeles  County  for  $411  million. 

A  third  loan  initiative,  the  SBA's  microloan  program  is  a  rela- 
tively new  and  innovative  offering  that  was  developed  for  situa- 
tions where  a  small  loan  can  make  a  big  difference.  Loans  range 
from  less  than  $100  to  a  maximum  of  $25,000  and  averaged  ap- 
proximately $10,000.  This  program  was  begun  approximately  1 
year  ago,  and  is  still  a  pilot  program.  SBA  is  restricted  to  making 
loans  to  four  intermediaries  per  State  at  the  present  time.  Califor- 
nia currently  has  four  microloan  lenders. 

As  of  April  30,  SBA  had  made  loans  to  47  microloan  intermediar- 
ies for  $16.6  million.  These  intermediaries  have  dispersed  $3.1  mil- 
lion to  308  small  businesses.  The  average  loan  amount  was  $10,118. 
Thirty-three  percent  of  the  loans  were  made  to  businesses  owned 
by  African-Americans 

Now,  to  speak  a  little  bit  about  our  disaster  response  to  the  civil 
disturbance  in  the  Los  Angeles  area  in  April  1992.  In  the  wake  of  a 
physical  disaster  such  as  Los  Angeles  civil  disturbance,  the  SBA  is 
the  primary  form  of  Federal  long  term  financial  assistance  for  non- 
fund  private  sector  losses.  This  assistance  is  not  limited  to  small 
businesses.  It  is  available  to  homeowners,  renters,  businesses  of  all 
sizes,  and  nonprofit  organizations  to  fund  the  repair  and  replace- 
ment of  much  of  the  property  that  is  damaged  or  destroyed  in  a 
disaster.  No  upgrading  of  a  business  or  private  residence  is  permit- 
ted unless  it  is  required  by  the  local  building  code,  and  since  the 
passage  of  Public  Law  100-359,  the  SBA  may  not  make  disaster 
loans  to  individuals  or  businesses  that  voluntarily  relocate  outside 
of  the  disaster  area. 

In  genersd,  the  SBA  tries  to  make  the  process  of  applying  for  a 
disaster  loan  as  easy  as  possible.  SBA  disaster  assistance  is  provid- 
ed by  a  separate,  highly  mobile  division  in  the  agency  whose  sole 
function  is  making  disaster  loans.  In  all  disaster  situations,  we 
send  trained  personnel  to  the  disaster  site.  In  the  Los  Angeles  situ- 
ation, the  disaster  application  centers  and  the  workshops  operated 
continuously  during  the  day  and  the  evening  and  on  weekends.  At 
one  time,  SBA  had  more  than  300  employees  working  solely  on  this 
disaster. 

In  the  disaster  program,  we  do  not  keep  statistics  on  loans  ap- 
proved to  specific  ethnic  groups,  however,  we  estimate  that  be- 
tween 42  to  48  percent  of  the  applicants  or  borrowers  were  Asian- 
American,  mostly  Korean,  that  between  16  and  20  percent  were 
Hispanic.  This  leaves  32  to  42  percent  of  all  applicant  borrowers 
that  cannot  easily  be  placed  in  a  specific  ethnic  category.  We  have 
extrapolated  a  number,  but  I  am  not  comfortable,  Mr.  Chairman, 
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with  that  number,  so  I  would  prefer  to  leave  it  at  the  fact  that  we 
have  not  been  able  to  determine  the  ethnic  make-up  of  the  remain- 
ing 32  to  42  percent.  It  is  certainly  something  that  we  will  begin  to 
look  into. 

We  are  proud  of  the  work  of  our  disaster  program.  It  succeeds 
under  the  most  demanding  conditions,  balancing  the  needs  of  vic- 
tims and  the  community.  Although  we  must  consider  cost  and  the 
safety  of  Government  funds,  we  are  as  compassionate  as  possible. 

With  regard  to  community  outreach  efforts  and  business  develop- 
ment activities  following  the  civil  unrest,  the  Los  Angeles  district 
office  took  the  lead  with  local  SBA  lenders  in  forming  a  lenders  co- 
alition. As  a  direct  result  of  these  efforts.  Founders  Bank,  the  only 
African-American  owned  bank  in  Los  Angeles,  was  recruited  and 
certified  as  an  SBA  guaranteed  lender  on  May  21,  1992.  Technical 
assistance  has  been  provided  to  fund  Founders  Bank  to  expedite 
loan  processing.  Founders  Bank  has  submitted  three  7(a)  loans  for 
$527,000  to  date.  All  three  loans  were  made  to  African-American 
entrepreneurs. 

In  May,  1992,  Judith  Watts,  our  associate  administrator  for  mi- 
nority small  businesses  and  capital  ownership  development,  trav- 
eled to  Los  Angeles  to  determine  how  her  program  might  be  help- 
ful. She  met  with  the  local  minority  business  community  and  the 
trade  associations,  including  the  Asian-American  Association, 
Young  Black  Professionals,  the  Black  Business  Association,  the 
Latino  Business  Association,  and  others.  Out  of  the  meetings  caine 
proposals  for  a  program  that  we  have  in  her  jurisdiction  called  7(j). 
That  program  provides  funding  for  management  and  technical  as- 
sistance projects.  We  have  received  two  applications  from  Los  An- 
geles organizations,  one  from  K-West  Associates  and  the  city  of  Los 
Angeles  Office  of  Economic  Development,  who  are  very  interested 
in  becoming  7(j)  management  consultants.  We  are  in  the  process  of 
completing  our  review  and  approval  of  those  applications  now. 

Mr.  Chairman,  this  concludes  my  prepared  remarks.  I  am 
pleased  to  respond  to  any  questions  you  may  have. 

[Mr.  Watkins'  statement  may  be  found  in  the  appendix.] 

Chairman  Mfume.  Mr.  Watkins,  thank  you  very  much.  I  do  have 
several  questions,  and  then  I  will  yield  to  other  members  of  the 
committee.  Let  me,  if  I  might  though,  go  back  to  page  15  of  your 
formal  testimony  and  part  of  your  summation,  at  the  bottom  of 
that  page  when  you  talk  as  you  did  a  moment  ago  about  the  disas- 
ter program.  Can  you  tell  this  committee  why  SBA  does  not  keep 
statistics  of  loans  approved  to  specific  ethnic  groups  with  respect  to 
the  administration  of  those  disaster  loans  here  in  the  greater  Los 
Angeles  area? 

Mr.  Watkins.  Mr.  Chairman,  I  personally  can't  do  that,  but  I 
have  Mr.  Kulik  here,  who  could  probably  respond  to  that. 

Chairman  Mfume.  Mr.  Kulik? 

Mr.  Kulik.  Mr.  Chairman,  it's  not  a  matter  of  not  keeping  these 
statistics  for  the  Los  Angeles  area.  The  program  did  not  at  that 
time  keep  the  statistics  for  business  loans.  We  are  in  the  process  of 
changing  that  right  now.  Because  many  of  our  loans  come  in  from 
various  sources.  When  we  interview  applicants,  we  are  never  sure 
whether  the  person  we're  interviewing  is  the  applicant  in  person  or 
representative  of  the  applicant.  Most  of  our  applications,  are  re- 


turned  to  us  by  mail.  There  is  no  chance  to  make  that  identifica- 
tion. 

Chairman  Mfume.  Do  you  mean  I  could  make  an  application  for 
a  loan  under  the  disaster  loan  program,  I  could  do  it  by  mail  and 
conceivably  get  it  approved  without  you  ever  seeing  me? 

Mr.  KuLiK.  Yes,  sir. 

Chairman  Mfume.  How  long  has  that  been  a  practice? 

Mr.  KuLiK.  Since  the  program  has  been  in  operation. 

Chairman  Mfume.  Mr.  Watkins,  is  there  a  review  on  the  Federal 
level  at  the  SBA  with  this,  and  is  it  happening  in  other  places?  It 
makes  it  very  difficult  for  this  Congress  to  be  able  to  try  to  make 
an  assessment  of  the  effectiveness  of  the  program  if,  as  I  am  told  in 
this  instance  with  regard  to  disaster  loans,  people  can  by  applica- 
tion make  application  for  the  loan,  have  it  approved  through  the 
mail,  and  never  see  anyone  at  the  SBA,  and  we  never  see  them.  I 
mean,  I  just  find  that  almost  unbelievable,  to  say  the  very  least. 

Mr.  KuLiK.  Mr.  Chairman,  we  agree  with  your  comments,  and 
that  has  been — the  process  of  changing  that  has  been  started,  and 
commencing  with  the  new  fiscal  year,  we  will  be  collecting  that  in- 
formation. 

Chairman  Mfume.  Now,  is  there  any  way  existing  now — we 
know  how  many  loans  were  made  during  that  time  and  who  got 
the  loans — to  be  able  to  put  together  information  outside  of  the  sta- 
tistics which  were  range  statistics,  Mr.  Watkins,  that  you  used.  I 
mean,  can  we  get  any  specificity  with  regard  to  that?  It's  the  sort 
of  thing  that  becomes  indefensible  with  many  of  my  colleagues  who 
are  not  here  who  would  look  at  that  and  say  that  the  Government 
is  not  providing  proper  oversight. 

Mr.  KuLiK.  Mr.  Chairman,  we  can  estimate  based  on  our  observa- 
tions, but  other  than  going  back  through  our  records  and  checking 
names,  there  is  no  way  of  doing  it.  We  could,  perhaps,  go  back 
through  each  application  and  collect  that  information. 

Chairman  Mfume.  What  was  the  total  amount  of  money  that 
was  lent  in  that  disaster  program?  Did  I  hear  $412  million  or  some- 
thing like  that? 

Mr.  KuLiK.  No,  sir.  $326  Million  has  been  approved  for  loans 
thus  far. 

Chairman  Mfume.  When  you  say  approved,  you  mean  the  loans 
have  gone  out? 

Mr.  KuLiK.  No,  sir. 

Chairman  Mfume.  Or  there  are  some  in  the  pipeline? 

Mr.  KuLiK.  The  loans  have  been  approved.  There  are  at  this 
point  only  76  applications  still  pending. 

Chairman  Mfume.  OK.  Let  me  move  on.  I  know  there  are  other 
members  who  have  questions,  and  I  have  a  couple  of  others.  Mr. 
Watkins,  could  you  explain  to  the  subcommittee  how  the  Small 
Business  Administration,  whether  here  in  the  greater  Los  Angeles 
area  or  an3rwhere  else,  recruits  lenders  to  participate  in  the  7(a) 
Program,  and  give  us  an  idea  of  what  kind  of  criteria  is  required? 

Mr.  Watkins.  Yes,  Mr.  Chairman.  We  encourage,  we  go  out  mar- 
keting the  programs  to  financial  institutions  throughout  America, 
and  we  encourage  them  to  consider  participating  in  our  7(a)  Pro- 
gram in  terms  of  being  our  either  preferred  to  certified  lender.  In 
order  to  become  a  participant  in  our  program,  you  have  got  to  dem- 
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onstrate  for  us  that  you  can,  in  fact,  process  the  loans  in  a  manner 
that's  consistent  with  our  regulatory  and  legislative  responsibil- 
ities. Therefore,  we  require  that  we  review  your  performance 
before  you  are,  in  fact,  committed  to  become  a  preferred  to  certi- 
fied lender.  That  review  period  is  usually  a  year,  maybe  2  years. 

Chairman  Mfume.  So,  it's  a  nationwide  outreach  effort  by  the 
SBA  to  do  improvement  on  this? 

Mr.  Watkins.  It's  a  nationwide  outreach  effort.  I  can't  speak  to 
the  efforts  that  were  instituted  in  the  past.  It's  my  understanding 
that  right  now  we  have  something  like  750  financial  institutions 
that  are  participating  in  the  7(a)  Program  that  are  either  preferred 
or  certified  lenders. 

Chairman  Mfume.  Now,  how  many  are  in  the  greater  Los  Ange- 
les area? 

Mr.  Lee.  I  believe  that  we're  working  with  about  200  community 
banks,  but  our  active  banks,  I  think  it's  a  lot  smaller  number. 
Active  banks,  about  25,  but  in  terms  of  our  district,  we  go  out  and 
actively  solicit  all  banks  that  would  qualify,  and  if  they're  interest- 
ed, then  we  would  review  them  and  sign  them  on. 

Chairman  Mfume.  Well,  Mr.  Watkins  and  Mr.  Lee,  let  me  just 
follow  up  on  that.  The  review  of  the  institution's  performance  that 
you  spoke  about  a  moment  ago,  does  that  also  include  a  review  of 
the  institution's  community  reinvestment  statistics? 

Mr.  Watkins.  Mr.  Chairman,  I  would  have  to  get  back  to  you 
with  an  answer  on  that.  I  personally  don't  know. 

Mr.  Lee.  I  don't  believe  so.  It's  basically,  their  financial  perform- 
ance and  their  business  performance  and  their  ability  to  properly 
execute  the  SBA  7(a)  Program. 

Chairman  Mfume.  Well,  let  me  just  give  you  why  I  feel 

Mr.  Lee.  Could  I  just  say 

Chairman  Mfume.  Go  ahead,  Mr.  Lee. 

Mr.  Lee.  One  thing  is  that  what  we  try  to  do  is  to,  recognizing 
that  there  are  certain  portions  of  the  community  that  are  under- 
served,  actively  seek  out  banks  that  are  active  in  those  areas. 
That's  what  we  try  to  do  in  terms  of  encouraging  more  participa- 
tion in  the  underserved  areas  to  look  for  those  banks  that  we  be- 
lieve are  making  an  effort  to  serve  that  part  of  the  public. 

Chairman  Mfume.  Well,  I  appreciate  that,  and  it's  good  to  look 
at  how  they  may  be  serving,  but  you  know,  my  concern  goes  back 
to  the  Community  Reinvestment  Act.  Are  we  rewarding  financial 
institutions  by  allowing  them  to  participate  in  the  7(a)  Program 
and  not  in  any  way  along  that  path  looking  at  what  they're  doing 
to  comply  with  community  reinvestment,  only  to  look  at  their  ledg- 
ers and  whether  or  not  they're  properly  operating  in  a  fiscal 
manner? 

Mr.  Watkins.  Mr.  Chairman,  if  I  may,  as  I've  indicated  earlier  in 
the  testimony,  my  stint  at  the  SBA  has  been  relatively  short.  I've 
been  there  since  January  21,  and  my  limited  knowledge  has  not  re- 
vealed to  me  any  direct  effort  that  the  SBA  has  employed  in  seek- 
ing out  financial  institutions  that  are  heavily  involved  in  communi- 
ty reinvestment  programs.  It  does  not — I  have  not  seen  any  infor- 
mation that  suggests  to  me  that  that  is  a  criteria  that  we  use.  I  do 
know  that  in  our  504  lending  program,  we  use  certified  community 
development  corporations.  These  corporations  are  nonprofit  entities 
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that  normally  exist  in  urban  environments  where  there  is  a  tre- 
mendous need  and  where  there  is  some  community  reinvestment 
activity  going  on.  We  can  certainly  find  out  if  we  are  actively  in- 
volved in  a  community  reinvestment  program  and  if  we  encourage 
our  financial  institutions  to  do  that. 

Chairman  Mfume.  Well,  I  would  hope  that  in  your  conversations 
with  the  administrator  of  the  SBA  that  you  express  to  him  that 
there  is  concern  within  this  committee  that  in  the  general  review 
of  an  institution's  performance  to  decide  whether  or  not  they  can 
participate  in  the  l{a)  Program,  that  one  of  the  things  we  review 
are  the  CRA  statistics,  and  if  those  statistics  are  not  in  compliance 
with  the  law,  that  they  not  be  allowed  to  participate  in  the  pro- 
gram. I  mean,  the  reason  the  Congress  in  1977  established  this 
Community  Reinvestment  Act  and  the  reason  it  continues  to  come 
up  in  testimony  and  hearings  is  because  of  the  way  they  seem  to 
get  around  it  and  not  provide  full  implementation. 

I'm  going  to  yield  at  this  time — maybe  we'll  do  a  second  round  of 
questions,  Mr.  Watkins,  because  I  do  have  some  other  concerns 
about  the  7(a)  Program  and  other  aspects  of  your  testimony.  Let 
me  yield  to  the  gentleman  from  California,  Mr.  Tucker,  for  any 
questions  or  comments  he  may  have. 

Mr.  Tucker.  Thank  you  very  much,  Mr.  Chairman.  Those  were 
very  good  questions  and  points  that  you  have  raised.  I  have  a 
couple  of  questions,  and  then  there  are  a  couple  of  questions  that 
were  asked  of  me  by  some  of  my  constituents.  The  first  question 
that  I  ask  of  you,  and  I  asked  of  Mr.  Bowles  when  he  testified 
before  in  the  full  Small  Business  Committee,  has  to  do  with  the  mi- 
croloan  program.  Some  of  the  vernacular  that  you  used  today  is 
what  I  heard  back  in  Washington,  DC  as  it  relates  to  it  being  a 
pilot  program.  The  question  I  had  for  him  and  I  ask  to  you  today  is 
why  do  we  continue  to  characterize  that  program  as  a  pilot  pro- 
gram when,  in  effect,  as  far  as  my  information  goes,  I  can  see  that 
it  is  a  significant  program  and  a  successful  program  and  something 
that  needs  to  be,  from  all  appearances,  operating  in  full  force  and 
effect?  How  much  more  information  do  we  need  and  how  much 
more  do  we  have  to  do  before  we  realize  that  this  is  a  highly  signif- 
icant program,  particularly  to  people  of  color? 

Mr.  Watkins.  Excellent  question,  Congressman.  We  refer  to  the 
microloan  program  as  a  demonstration  program  because  in  its  cre- 
ation. Public  Law  102-366  as  amended,  that  law  created  a  5  year 
pilot  program  for  the  microloan  program.  The  program  has  been  in 
effect  for  a  year,  and  to  my  knowledge,  it  is  still  under  that  legisla- 
tion enactment. 

Mr.  Tucker.  Does  that  legislation  dictate  or  prescribe  the  finan- 
cial limits  or  the  funding  of  it  shall  I  say?  I  think  you  mentioned 
something  to  the  tune  of  $16.6  million  in  total  microloans.  Are 
there  certain  caps  on  how  many  microloans  you  can  make? 

Mr.  Watkins.  The  program  allows  us  to  make  loans  to  startup 
businesses,  newly  created  businesses,  expanding  businesses  that  are 
owned  by  women,  low  income,  and  minority  entrepreneurs  who 
have  a  good  idea  that  they  want  to  go  into  business  and  nourish. 
The  program  or  the  law  allows  us  to  make  loans  from  $100  up  to 
$25,000.  The  average  loan,  though,  our  experience  to  date,  the  aver- 
age loan  has  been  $10,118. 
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Mr.  Tucker.  My  question  is,  can  we  anticipate  more  microloans 
happening  in  this  fiscal  year,  and  this  question  connects  also  with 
another  question  which  is,  assuming  that  there  is  the  refunding  of 
the  SBA,  I  know  the  7(a)  Program  is  up  for  refunding  for  $181  mil- 
lion, will  any  of  that  money  be  available  for  microloans,  or  will 
that  be  exclusively  eligible  for  7(a)  loans? 

Mr.  Watkins.  The  microloan  program  usually  has  its  own  appro- 
priated funding  sources. 

Mr.  Tucker.  Separate? 

Mr.  Watkins.  Separate,  and  I  think  it  has  averaged  $15  million  a 
year.  Last  year  in  '92,  it  was  $15  million. 

Mr.  Tucker.  Can  we  expect  it  to  go  up  in  this  fiscal  year,  or  are 
your  projections  such  that  you  believe  it  will  be  pretty  much  the 
same? 

Mr.  Watkins.  As  a  part  of  our  '94  budget,  I  believe  our  request, 
the  administration  request,  was  for  $15  million.  So,  I  don't  think 
that  we're  projecting  that  is  going  to  go  up. 

Mr.  Tucker.  Now,  just  quickly,  and  than  I'll  turn  it  over  to  a 
couple  of  other  members  of  the  committee,  I  noticed  in  your  open- 
ing remarks  that  you  made  comments  and  overtures  about  out- 
reach, particularly  with  respect  to  7(a),  and  obviously  also  in  your 
opening  statement  which  was  submitted  for  the  record,  you  shared 
with  us  some  of  the  statistics,  some  of  which  I  grimace  over,  par- 
ticularly as  it  relates  to  the  breakdown  on  participation  by  African- 
Americans,  which  is  a  dismal  3.9  percent.  Can  you  tell  us  what  ^ye 
can  expect  in  terms  of  an  improvement,  marked  improvement  in 
that  kind  of  participation?  What  kinds  of  things  can  you  tell  us 
that  we  would  be  able  to  look  for  some  kind  of  improvement  in 
that  area,  significant  improvement? 

Mr.  Watkins.  Yes,  Congressman.  As  I  opened  my  testimony,  I  in- 
dicated that  the  President  is  demonstrating  through  actual  per- 
formance his  leadership  in  the  area  with  regards  to  ethnic  diversi- 
ty and  opening  opportunities  in  employment  and  the  procurement 
arena  in  America  for  minority  entrepreneurs.  I  think  that's  going 
a  long  way.  What  I  have  experienced  in  the  past  prior  to  this  ad- 
ministration is  that  there  has  not  been  an  environment  that  was 
conducive  to  minorities  expanding  business  opportunities,  going 
into  business,  having  the  opportunities  to  have  access  to  credit, 
both  in  the  Federal  Government  and  outside  of  the  Federal  Gov- 
ernment. 

I  think  that  through  the  President's  leadership  and  through  the 
leadership  that  Erskine  Bowles  will  bring  to  the  SBA,  that  we  will 
begin  to  enforce  and  to  require  financial  institutions  that  are  par- 
ticipating in  our  programs  to  do  more  marketing,  to  do  more  out- 
reach, to  bring  in  more  successes  for  us  in  the  African-American 
and  the  entire  minority  community.  We  are  well  aware  that  minor- 
ity businesses  throughout  this  country  have  suffered  because  there 
has  not  been  an  environment  conducive  to  them  getting  access  to 
capital  or  access  to  credit. 

As  the  Federal  Government,  our  responsibility  is  to  see  that  that 
is  changed.  We  will  employ  whatever  efforts  that  we  can  to  see 
that  that's  done,  but  the  way  the  7(a)  Program  is  administered,  the 
applicants  are  actually  going  to  financial  institutions,  and  they  are 
applying  at  those  institutions.  We  rarely,  if  ever,  see  an  applicant 
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who  is  interested  in  obtaining  a  working  capital  loan  or  any  start- 
up funds  for  a  business  idea.  So,  our  liaison,  our  partner  in  this 
whole  available  credit  initiative,  is  actually  to  financial  institu- 
tions, and  I  think  that  certainly  one  of  the  things  that  Erskine 
Bowles  is  going  to  do,  he's  going  to  have  town  hall  meetings  across 
the  country  starting  next  month.  At  those  town  hall  meetings,  he 
is  setting  aside  a  specific  time  in  each  city  that  he's  going  in,  and 
he  is  going  to  meet  with  bankers  just  solely  bankers,  to  talk  to 
them  and  find  out  what  problems  they  are  having,  and  also  to  let 
them  know  what  our  goals,  objectives,  and  initiatives  are  going  to 
be  second  and  third,  to  encourage  more  financial  institutions  to  get 
involved  in  the  7(a)  Program.  There  are  750  approximately  partici- 
pants in  our  program,  but  there  are  over  11,000  financial  institu- 
tions in  the  United  States.  It's  absolutely  ridiculous  that  more  of 
them  are  not  participating  in  the  7(a)  business  program. 

The  second  point  that  I'd  like  to  go  on  record  as  saying  is  that, 
the  SBA  7(a)  Program  has  grown  tremendously.  I  mean,  this  year 
it's  30  percent  higher  than  it  was  in  1992.  The  Federal  Government 
is  the  only  entity  that's  providing  financial  assistance  and  capital 
to  small  businesses,  to  African-American,  to  Hispanics.  The  private 
sector  is  not  involved  in  providing  loans  to  small  businesses.  Last 
year,  the  financial  institutions  generated  $38  billion  in  profits. 
Those  profits  did  not  go  into  small  business  loans.  They  didn't  go 
into  minority  business  loans.  So,  we  are  really  being  faced  with 
being  the  lender  of  the  first  resort,  and  we're  running  out  of 
money.  We  can't  be  all  things  to  all  people,  but  we  certainly  can  do 
more  for  the  minority  community  than  we've  done  in  the  past,  and 
we  are  going  to  make  those  efforts. 

Mr.  Tucker.  Let  me  just  say,  I  appreciate  those  comments  be- 
cause that  was  the  gist  of  the  area  that  my  question  was  directing, 
and  particularly  the  information  I  have  is  that  during,  for  exam- 
ple, the  rebellion  a  year  ago,  that  financial  institutions  such  as 
Founders,  through  some  type  of,  I  guess,  emergency  certification 
process  through  SBA,  were  able  to  become  a  part  of  that  loan  proc- 
ess program,  7(a)  Program.  If  we  can  expand,  whether  it's  under 
emergency  egest  or  some  other  type  of  phenomenon,  expand  the 
participation  and  enfranchisement  of  particularly  institutions  that 
we  might  regard  as  secondary  market  institutions,  I  think  it  would 
go  a  long  way  to  providing  the  kind  of  access  to  capital  credit  that 
we're  all  here  to  be  concerned  about. 

The  last  question  I  have,  and  this  is  probably  a  quick  question, 
I've  heard  time  and  time  again,  and  out  of  ignorance  I  really  want 
to  know  your  answer  to  this  question,  testimony  that  indicates  that 
the  refunding  of  the  7(a)  Program,  hopefully  to  the  tune  of  $181 
million,  would  in  effect  capitalize  and  leverage  much  more  funding 
to  the  tune  of  some  billions  of  dollars.  Could  you  explain  how  that 
works?  We're  talking  about  $180  million.  How  is  that  leveraged  to 
capitalization? 

Mr.  Watkins.  The  Federal  Government,  by  statute  several  years 
ago,  moved  from  direct  loan  programs  to  credit  programs.  What  we 
can  do  with  $181  million  is  merely  to  provide  the  insurance,  if  you 
will,  to  leverage  $3.6  billion  in  additional  leverage  or  capital  that 
banks  will  make  available  to  small  businesses.  Now,  the  credit 
reform  law  required  that  we  create  a  reserve,  if  you  will,  to  protect 
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the  Federal  Government  against  losses  for  any  loans  that  will,  or 
that  my,  in  fact,  go  bad.  So,  in  the  supplemental  appropriations  bill 
that  the  President  sent  to  Congress,  he  asked  for  $181  million  that 
would  leverage  $3.6  or  $3.8  billion  in  additional  capital  that  could 
be  made  available  to  small  businesses. 

Mr.  Tucker.  Thank  you  very  much,  Mr.  Watkins,  and  thank  you 
very  much,  Mr.  Chairman. 

Chairman  Mfume.  Thank  you  very  much.  The  Chair  recognizes 
Mr.  Fields  of  Louisiana. 

Mr.  Fields.  Mr.  Watkins,  I  would  like  to  ask  a  few  questions 
about  the  7(a)  Program.  One,  the  appropriation  is  somewhere  in 
the  neighborhood  of  $181  million  for  fiscal  year  1993,  right? 

Mr.  Watkins.  That  was  the  supplemental  request. 

Mr.  Fields.  Right. 

Mr.  Watkins.  Yes. 

Mr.  Fields.  Now,  the  next  question  is,  let  me  see  if  I  have  a  full 
understanding  of  how  the  7(a)  Program  works.  You  are  guaranteed 
or  SBA  guarantees  anywhere  from  90  percent  of  a — up  to  90  per- 
cent of  a  loan  guarantee — guarantee  a  loan  given  through  a  finan- 
cial institution,  and  you  have  X  number  of  institutions  participat- 
ing. Now,  what  happens,  do  we  leave  it  solely  up  to  the  financial 
institution  as  it  relates  to  whether  a  business  qualifies  or  not  for  a 
7(a)  to  participate  in  a  7(a)  Program? 

Mr.  Watkins.  No,  sir,  we  don't. 

Mr.  Fields.  Explain  to  me  how  we  do  that. 

Mr.  Watkins.  We  are  administering  the  7(a)  Program  through 
preferred  and  certified  lenders.  A  certified  lender  is  a  lender  who 
has  the  authority  to  take  an  application,  to  process  it,  to  use  our 
criteria  in  determining  the  creditworthiness  of  the  borrower,  to  de- 
termine whether  or  not  the  borrower  has  a  real  capacity  to  repay, 
that  they  have  sufficient  collateral,  that  there  is  sufficient  manage- 
ment skills,  that  their  business  plan  is  reasonably,  that  their  finan- 
cial forecasts  on  what  the  business  can  do  are  reasonable,  and  once 
they  take  the  application  and  they  have  verified  that  this  is  a  cred- 
itworthy borrower,  they  will  then  submit  the  application  to  the 
SBA. 

Mr.  Fields.  So  that  is  my  point,  Mr.  Watkins.  You  all  never  see 
individuals  unless  they're  certified  by  the  institution  as  being  cred- 
itworthy, is  that  not  correct? 

Mr.  Watkins.  We  probably  never  see  the  individual  unless 
they 

Mr.  Fields.  Or  the  application  or  paperwork- 


Mr.  Watkins.  Exactly.  We  see  the  paperwork  once  it's  submitted 
to  us  by  the  bank. 

Mr.  Fields.  It's  only  submitted  to  you  by  the  bank  if  they  deem 
this  business  creditworthy,  is  that  correct? 

Mr.  Watkins.  That's  correct. 

Mr.  Fields.  So,  SBA  has  absolutely  nothing  to  do  with  it  other 
than  sending  a  list  of  rules  or  regulations  as  relates  to  how  you 
should  deem  a  person  creditworthy  or  not.  But  other  than  that,  you 
have  no  other — you  play  no  other  role  in  determining  whether  or 
not  the  financial  institution  is,  in  fact,  grading  individuals  or  busi- 
nesses by  a  particular  standard,  and  making  sure  that  those  indi- 
viduals that  they  deny  are  denied  with  just  cause?  What  safety  in 
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that  do  we  have,  if  any  at  all,  as  relates  to  checks  and  balances 
with  financial  institutions?  If  I  ran  a  financial  institution,  it  ap- 
pears to  me,  based  upon  your  testimony  and  others,  that  I  can — 
you  send  me  a  list  of  guidelines,  and  I  can  choose  to  or  not  to 
follow  the  guidelines.  Let's  just  say  I  tell  you  that  I'm  following  the 
guidelines,  but  I  can  basically  choose  what  application  to  send  to 
you  and  what  application  not  to  send  to  you,  is  that  not  correct? 

Mr.  Watkins.  As  I  understand  the  program,  that  is  correct. 

Mr.  Fields.  Don't  you  think  that  there  is  some  inequity  or  can  be 
some  inequity  in  this  process? 

Mr.  Watkins.  In  my  humble  opinion,  Congressman,  there  is  a  lot 
of  opportunity  for  inequity  in  that  process.  I  spoke  earlier  about 
the  environment.  Again,  the  environment  in  this  country  has  long 
been  not  conducive  to  minorities  seeking  financial  services  from  fi- 
nancial institutions.  That's  not  a  new  fact.  Having  said  that,  the 
SBA,  in  our  certified  program,  we  have  to  go  out  and  we  monitor 
or  we  review  applications  that  have,  in  fact,  been  approved.  The 
only  safety  net  that  exists  is  that  if  a  borrower  has  gone  to  the 
bank  and  has  been  rejected,  then  they  certainly  can  write  the  SBA 
and  ask  to  have  us  review  that  application. 

Let's  say  a  borrower  comes  into  a  financial  institution  and  the 
bank  never  tells  them  about  the  7(a)  guaranty  program.  We  would 
never  know  that  that  borrower  was  in  that  bank  and  inquiring 
about  the  7(a)  Program.  If  the  borrower  does  not  attend  a  forum 
that  the  SBA  may  have  in  the  local  community  where  we  talk 
about  other  programs  that  the  SBA  does,  in  fact,  have,  then  the 
borrower  would  not  be  aware  that  the  Federal  Government  has  a 
7(a)  loan  guarantee  program. 

Mr.  Fields.  What  happens  if  a  borrower  walks  into  a  bank  and  is 
totally  cognizant  of  the  7(a)  Program  and,  in  fact,  would  like  to 
apply  for  money  under  the  7(a)  Program,  and  is  denied,  and  may  or 
may  not  know  about  the  appeals  process  through  the  SBA.  Would 
his  name  automatically  go  to  the  SBA  as  a  rejection  or  will  it  stay 
with  the  financial  institution  if  he  chooses  not  to,  for  whatever 
reason,  be  he  not  know  or  be  it  he  just  chose  not  to  appeal  the 
process?  In  other  words,  to  make  it  short,  do  you  all  receive  the  re- 
jections when  a  person  walks  into  the  bank  and  is  rejected  by  the 
financial  institution,  does  that  financial  institution  then  inform  the 
SBA,  listen,  there  is  a  gentleman  or  a  business  in  this  bank  today 
who  wanted  to  apply  for  7(a)  money.  We  did  not  feel  or  find  him 
creditworthy,  his  business,  therefore,  we're  rejecting  his  applica- 
tion, and  here's  his  name  and  his  information. 

Mr.  Watkins.  It  was  my  suspicion  that  we  were  not  notified,  and 
I  just  verified  that  from  my  colleague  here,  that  we  do  not  get  in- 
formation. 

Mr.  Fields.  Then  we  need  to  do  something,  Mr.  Chairman,  to  see 
that  you  are  notified.  Because  my  question  was  going  to  be  how 
many  of  these  applications  that  are  rejected,  how  many  of  them 
are  African-American  businesses,  and  you  have  no  way  of  telling 
me.  I  have  no  way  of  making  intelligent  decisions  as  it  relates  to 
the  7(a)  Program,  is  it  working  or  is  it  not.  Do  we  need  to  change 
the  rules  or  do  we  need  to  look  at  other  ways  to  deem  a  person 
creditworthy  or  not,  because  I  have  absolutely  no  information,  and 
no  way  of  knowing  how  many  of  the  businesses  were  denied  in 
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terms  of  the  breakdown  between  African-American  businesses  and 
otherwise. 

My  final,  question,  Mr.  Chairman — I  apologize  for  taking  maybe 
a  little  bit  more  time  than  I  need  to  be — would  be  geared  to  Mr. 
Lee.  In  Mr.  Watkins'  testimony,  he  mentioned  that  there  was  an 
SBA  business  information  center  that  was  opened  in  October  1992 
here  in  Los  Angeles.  How  many  small  businesses  do  we  have  in  the 
Los  Angeles  area,  approximately? 

Mr.  Lee.  I  don't  know  the  exact  number.  I  think  it  was  about 
200,000  or  20,000.  I  can't  remember  the  figure. 

Mr.  Fields.  That's  a  big  difference,  20,000  or  200,000. 

Mr.  Lee.  Yes,  I  know.  I  know  there's  a  two  in  it.  I  think  it's 
200,000  small  businesses,  if  I'm  not  mistaken,  many  of  them  one  or 
two  person  businesses. 

Mr.  Fields.  OK.  Of  the  200,000,  let's  use  the  number  200,000 
small  businesses  for  purposes  of  exchange,  what  percentage  of  the 
200,000 — let  me  not  say  minority,  let  me  say  African-American 
businesses  from  a  percentage  perspective? 

Mr.  Lee.  I  don't  really  know. 

Mr.  Fields.  What  is  the  function  of  the  small  business  informa- 
tion center?  I'm  trying  to  seek  some  information. 

Mr.  Lee.  OK,  the  small  business  information  center  we  have  is 
really  geared  up  to  assist  startup  businesses,  people  trying  to  get 
into  business,  and  it  happens  to  be  conveniently  located  to  a  lot  of 
the  inner-city  area,  for  us  the  South  Central  area.  We've  been 
using  it  to  work  with  the  various  other  economic  development 
agencies,  be  they  governmental  or  private  or  nonprofit,  to  stimu- 
late more  training  for  people  who  are  interested  in  getting  into 
business,  and  then  to  try  to  bring  together  the  various  resources  in 
the  community  to  assist  those  people. 

For  example,  I  think  Congressman  Tucker  is  familiar  with  Lyn- 
wood  EDAC,  the  Entrepreneur  Development  Academy,  they're  pro- 
viding entrepreneurial  training  to  people  in  Lynwood  that  are  in- 
terested in  starting  new  businesses.  We  work  with  them  and  con- 
duct workshops  at  the  business  information  center  to  assist  them 
in  their  business  planning  activity.  We  send  the  microloan  lender 
out  to  them. 

Mr.  Fields.  I  do  not  want  to  be  critical  of  the  center,  because  I  do 
not  know  anything  about  it  other  than  what  you've  shared  with  me 
this  morning  and  what  I  see  in  the  testimony,  but  I  do  think  there 
are  a  lot  of  window  dressing  programs  that  are  not  really  facilitat- 
ing the  needs  and  the  concerns  of  the  small  businesses,  and  I  hope, 
I  certainly  hope  that  this  is  not  one,  and  according  to  your  testimo- 
ny, it's  probably  not.  I  would  like  to  ask  one  final  question,  Mr. 
Chairman,  the  then  I'll  move.  In  the  testimony  of  Mr.  Watkins, 
and  I'm  asking  this  question  to  you,  Mr.  Lee,  2,200  some  odd  cus- 
tomers visit  the  center. 

IVIr.  Lee  Yes 

Mr.  Fields.  Since  I  guess  1992,  I'm  told  1992. 

Mr.  Lee.  For  about  6  months  in  operation. 

Mr.  Fields.  For  the  6  month  period.  Now,  I'm  not  concerned 
about  how  many  people  visit,  but  I  am  concerned  about  how  many 
people  were  helped.  You  very  adequately  state  how  many  people 
visit.  How  many  people  were  actually  helped  that  visit  the  center? 
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Mr.  Lee.  OK,  we  try  to  be  very  carefull  and  not  to  inflate  the 
numbers.  These  are  people  who  are  actually  walking  in  and  using 
the  services. 

Mr.  Fields.  That  use  the  telephone  because  they  need  to  get  a 
cab? 

Mr.  Lee.  No,  because  what  we  have  is  use  of  computers,  we  have 
data  bases,  we  have  the  Census  Bureau  data.  Census  track  data.  So, 
these  are  people,  I'd  say  about  90  percent  of  them  are  all  interested 
in  starting  a  business,  and  a  predominant  number  of  them  are 
people  of  color.  They  walk  in  and  they  get  various  kinds  of  help. 
They  either  get  information  about  SBA  loans,  they  research  infor- 
mation, or  they  use  our  computers  to  do  some  of  their  business 
planning  work. 

Mr.  Fields.  Of  the  2,000  some  odd  individuals,  how  many  of  them 
are  business  owners  or  people  who  seek  to  be  business  owners? 

Mr.  Lee.  Like  I  say,  I  think  about — well,  very  few  of  them  are 
business  owners.  Most  of  them  are  attempting  to  start  their  own 
business. 

Mr.  Fields.  So,  the  bottom  line  is  since  they're  not  business 
owners,  my  question  is  of  the  2,000  some  odd  folk,  how  many  of 
those  individuals  do  you  think  are  now  in  the  business  or  in  the 
process  of  opening  up  their  business  as  a  result  of  that  center? 

Mr.  Lee.  I  can't  give  you  an  exact  number,  but  I  know  a  high 
percentage  of  them  seemed  very  enthusiastic,  and  they  seemed 
about  halfway  in  the  process  of  opening  a  business  because  they're 
coming  in  and  they're  doing  financial  forecasts  and  talking  about 
applying  for  bank  loans  through  the  microloan  program.  We're 
having  all  the  people  who  are  taking  training  classes  for  various 
microloan  programs  coming  through.  We  have  training  classes  for 
people  that  the  Urban  League  are  starting  entrepreneurial,  train- 
ing programs  and  they're  moving  through.  So,  I  would  guess  that 
at  least  a  quarter  to  a  third  have  probably  or  will  in  the  near 
future  have  opened  some  kind  of  business. 

Mr.  Fields.  It  would  be  nice,  finally,  to  get  a  status  report.  I'll  be 
talking  with  Senator  Tucker— Congressman  Tucker  in  the  future. 

Mr.  Tucker.  Thank  you. 

Mr.  Fields.  He  looks  like  a  Senator  and  acts  like  a  Senator. 

Mr.  Watkins.  I  would  just  like  to  add  just  a  few  additional  bits  of 
information  to  Mr.  Lee's  discussion  about  the  business  information 
center.  The  business  information  center  is  primarily  a  high  tech 
operation.  It  uses  computers,  most  of  which  have  been  donated  to 
the  SBA  by  major  corporations  of  America.  The  software  that's  on 
those  computers  will  enable  the  person  interested  in  going  into 
business  to  go  through  the  entire  menu  of  items  on  there  to  deter- 
mine, do  you  really  want  to  go  into  business  and  do  you  know  why. 
Then  we  run  them  through  the  standard  business  plan  develop- 
ment and  tell  them  how  they  need  to  prepare  one,  how  they  need 
to  prepare  their  financial  statements,  how  they  need  to  prepare 
their  financial  projections,  and  then  their  marketing  program, 
their  accounting  system,  and  their  management.  We  also  will  pro- 
vide menus  that  tell  them  about  the  various  loan  programs  that  we 
have  to  help  them  get  access  to  capital. 

To  get  to  your  issue  about  how  many  of  those  2,000  or  so  that 
have  been  through  the  business  information  center  here  in  Los  An- 
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geles  who  were  interested  in  going  into  business,  how  many  of 
them  have,  we  don't  know  at  this  point  and  we  certainly  agree  that 
it's  a  good  idea  that  we  need  to  have  those  statistics,  but  I  would 
hate  to  say  that  there  has  been  a  lot  of  success  at  this  point  be- 
cause, again,  we  go  back  to  the  issue  of  access  to  capital  and  avail- 
ability of  credit.  If  you  can't  get  it,  and  it's  very  difficult  for  startup 
businesses  to  get  it  in  the  first  place,  then  we  probably  don't  have 
too  many  success  stories  unless  the  person  is  using  their  own  finan- 
cial resources  to  get  started. 

Mr.  Fields.  Thank  you,  Mr.  Watkins,  and  in  the  future,  as  you 
know,  the  Chairman,  as  well  as  myself,  we  both  serve  on  the  Bank- 
ing Committee,  but  in  the  future,  I  would  like  to  work  with  you, 
along  with  the  Chairman,  to  talk  about  how  we  can  get  SBA  to  get 
that  information  from  the  financial  institutions  for  those  business- 
es that  were  denied  loans,  because  as  you  know  or  as  I  know,  let 
me  not  speak  for  you,  redlining  is  illegal,  but  it  still  exists,  and  I 
think  this  is  a  loophole  in  the  law  where  redlining  can  actually  be 
instituted. 

Thank  you,  Mr.  Chairman. 

Chairman  Mfume.  Thank  you  very  much,  Mr.  Fields.  The  Chair 
recognizes  the  gentleman  from  Alabama,  Mr.  Hilliard. 

Mr.  Hilliard.  Thank  you  very  much,  Mr.  Chairman.  Mr.  Lee, 
I'm  having  some  problems  down  South.  I  know  you  don't  have 
those  type  problems  out  here.  There  is  a  philosophy  that  believes 
that  SBA  has  outlived  its  usefulness.  As  a  policy  decision,  and  I 
know  you  don't  get  into  policy,  you're  supposed  to  get  into  oper- 
ations, but  I  notice  Mr.  Watkins'  statement  a  few  minutes  ago  that 
the  agency  can't  be  all  things  to  all  people.  I'm  just  wondering  do 
we  need  to  redefine  SBA  mission,  and  in  light  of  that,  let  me  ask 
you  the  question,  does  SBA  at  this  point  make  any  direct  loans? 

Mr.  Lee.  We  do  a  small  number  of  direct  loans,  and  the  appro- 
priation for  that  is  maybe  $20  million  nationally,  so  it  tends  to  be  a 
very  small  amount. 

Mr.  Hilliard.  Very  small,  and  at  one  time,  the  SBA  made  a 
large  percentage  of  direct  loans.  People  still  think  of  SBA  as  being 
an  agency  that  makes  direct  loans  now. 

Mr.  Lee.  Yes. 

Mr.  Hilliard.  They  are  very  frustrated  because  they  can't  get 
help  from  SBA.  So  at  this  point,  I  think  we  need  to  really  redefine 
what  we  want  SBA  to  do  and  what  we  want  it  to  be  in  the  future. 
Now,  if  you're  going  to  be  a  guarantor  or  if  you're  going  to  be  one 
of  those  just  to  distribute  information  pamphlets  and  so  forth,  and 
I  think  people  need  to  know  your  function.  They  need  to  know  your 
duties.  I  think  that  your  agency  has  not  done  a  good  job  in  doing 
that. 

I  think  part  of  the  reason  why,  because  you  have  a  multiplicity 
of  programs,  and  some  of  the  those  programs,  they  do  see  you  as 
being  a  direct  lender.  I  think  somewhere  along  the  line,  someone, 
either  Congress  or  someone  else,  has  got  to  make  a  decision  wheth- 
er or  not  you're  going  to  be  either  or  or.  I  don't  think  you  can  be 
both  and  be  effective.  Now,  I'd  rather  hear  from  you.  I'm  a  lawyer. 
I  have  nothing  against  lawyers,  but  I  understand  their  function. 

Mr.  Lee.  I'll  just  answer  from  a  district  perspective.  I  agree  with 
a  lot  of  what  you  just  said,  and  in  terms  of  my  perspective,  we  have 
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programs  to  administer,  and  the  way  I  view  them  is  that  they  meet 
specific  needs.  We  have  programs  that  meet  specific  needs  of  small 
business,  and  small  business,  as  we  talked  about,  is  really  a  broad 
spectrum  of  things.  So,  the  7(a)  Program,  for  example,  I  think  is  an 
excellent  program  that  meets  the  long  term  capital  needs  of  estab- 
lished businesses.  When  we  talk  about  our  needs  here  in  the  inner- 
city  in  Los  Angeles,  then  we're  talking  about  startup  capital,  we're 
talking  about  maybe  some  medium  term  capital  for  businesses  that 
don't  necessarily  have  the  net  worth  or  the  collateral  that  would 
necessarily  qualify  for  a  7(a)  Program.  So,  you're  right,  I  mean,  we 
need  to  develop,  at  least  from  a  district  perspective,  programs  that 
would  apply  to  those  needs. 

In  terms  of  the  various  programs  we  have,  I  agree  we  have  a  lot 
of  different  programs,  but  if  we  don't  go  out  and  educate  the  public 
as  to  what  those  programs  are  and  how  they  can  effectively  use 
them,  then  it's  useless.  So,  we  at  the  district  level  are  making  quite 
a  bit  of  an  effort  in  terms  of  our  outreach,  just  to  get  out  into  the 
public,  and  do  things  that  are  different  from  our  traditional  meth- 
ods of  delivering  service  because  they  clearly  have  not  reached  a 
great  portion  of  the  small  business  community  in  Los  Angeles.  So, 
we're  not  sitting  back  and  waiting  and  saying  OK,  come  to  our 
office  and  come  to  our  program.  We're  trying  to  get  out  there  and 
educate  the  people  and  to  become  part  of  their  infrastructure.  The 
way  for  us  to  do  it  effectively  is  to  try  to  work  with  the  various 
community  groups  and  to  become  partners  with  them. 

Mr.  HiLLiARD.  I  think  the  administration  ought  to  get  to  the 
point,  and  they've  got  to  realize  that  we're  going  to  have  to  divide 
your  functions,  that  you  don't  participate  in  any  direct  lending  pro- 
gram or  that's  all  you  need  to  do,  but  either  or.  You're  not  doing  a 
good  job  at  either  one,  and  that's  part  of  the  frustration  of  business 
people.  That's  part  of  the  frustrations  and  the  problems  of  every 
city,  and  I've  been  there,  and  I  know. 

If  I  may,  Mr.  Chairman,  and  I  know  we  have  two  other  speakers, 
but  let  me  go  one  step  further.  How  long  have  you  been  in  your 
position? 

Mr.  Lee.  I've  been  in  my  position  about  11  months  now. 

Mr.  HiLUARD.  OK,  but  you  formerly  worked  with  the  SBA? 

Mr.  Lee.  No,  I'm  from  private  industry. 

Mr.  HiLLiARD.  OK.  Did  either  one  of  you  work  with  SBA  before 
January  1,  and  how  long  have  you  been  there? 

Mr.  KuuK.  Twenty-nine  years. 

Mr.  HiLLiARD.  Let  me  ask,  over  those  29  years,  you  have  seen  the 
metamorphosis,  and  I'm  sure  you're  familiar  with  some  of  those 
direct  loan  programs, 

Mr.  KuLiK.  Yes,  sir. 

Mr.  HiLLiARD. [continuing.]  disasters  we  had,  the  problems  we 
had.  Have  you  served  in  any  capacity  greater  than  the  one  you 
serve  in  now? 

Mr.  KuuK.  Yes,  sir,  I  have. 

Mr.  HiLLiARD.  What  was  that? 

Mr.  KuuK.  At  one  time,  I  was  the  Associate  Administrator  for 
Procurement  Assistance.  Before  that,  I  was  the  Deputy  Associate 
Administrator  for  Operations  in  the  agency. 
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Mr.  HiLUARD.  OK,  in  the  national  agency,  not  the  Los  Angeles 
region? 

Mr.  KuLiK.  I  was  the  Acting  District  Director  in  Los  Angeles  for 
4  months,  sir. 

Mr.  HiLLiARD.  All  right,  and  I  imagine  that  over  this  time,  you've 
had  a  great  deal  of  input  in  the  policies  and  the  directions  of  the 
SBA? 

Mr.  KuuK.  We  try. 

Mr.  HiLLiARD.  Does  that  mean  that  you  did  or  you  didn't? 

Mr.  KuLiK.  We  have  input,  sir,  but  the  ultimate  direction  of  the 
agency  is  set  by  the  administration  and  the  Congress. 

Mr.  Milliard.  Well,  I  realize  that,  but  does  that  mean  that  you 
had  some  input? 

Mr.  KuuK.  Yes,  sir. 

Mr.  HiLLiARD.  All  right.  You  heard  jny  question  to  Mr.  Lee  a 
minute  ago  and  the  statement  that  was  made? 

Mr.  KuLiK.  Yes,  sir. 

Mr.  HiLLiARD.  Do  you  see  now  SBA  as  being  one  of  those  that 
should  administer  any  type  of  direct  loan  program? 

Mr.  KuLiK.  Mr.  Hilliard,  prior  to  approximately  1970,  the  agency 
and  its  business  loan  program  was  basically  a  direct  lender.  At  that 
time,  for  various  budgetary  reasons,  Congress  cut  back 

Mr.  Hilliard.  Political  reasons. 

Mr.  KuLiK.  Political  or  budgetary.  Congress  cut  back  on  our 
direct  lending  programs  and  required  us  by  law  to  go  to  the  guar- 
antee programs.  We're  at  the  point  now  where  our  direct  lending 
programs  are  very  minor,  with  the  single  exception  of  the  disaster 
program. 

Mr.  Hilliard.  Part  of  the  frustration  of  minorities  have  been 
that  since  you  cut  your  participation  in  direct  loans,  they  have  had 
a  great  deal  of  difficulties  getting  loans,  and  they  partially  blame 
you,  which  may  or  may  not  be  correct.  But  at  any  rate,  it  does 
create  problems  and  conflicts  for  the  inner  city  and  for  minorities 
who  are  trying  to  advance  in  the  business  arena. 

Mr.  Kulik.  The  frustration,  sir,  is  they  have  no  place  to  turn 

Mr.  Hilliard.  No  place. 

Mr.  Kulik.  [continuing.]  once  they  have  been  declined  by  the 
bank.  The  SBA  direct  funds  are  very,  very  small  when  spread  out 
over  the  year  and  over  the  country. 

Mr.  Hilliard.  And  if  you  go  back  to  the  position  and  to  the  ques- 
tions that  were  directed  to  you  by  the  gentleman  from  Louisiana, 
then  you  can  really  understand  their  frustrations.  I  mean,  if  the 
application  is  denied,  many  of  them  don't  even  know  what  source 
of  appeal  or  what  type  of  appeal  they  have,  and  they  are  denied  by 
primary  lenders,  so  they  don't  get  any  help  from  you  because 
unless  they  come  to  you  and  know  to  come  to  you  or  have  been  di- 
rected to  come  to  you,  which  I'm  sure  are  very  few.  Do  you  have 
any  idea  of  the  number  of  persons  who  are  denied  by  these  finan- 
cial institutions  who  actually  appear? 

Mr.  Kulik.  No,  sir,  I  do  not. 

Mr.  Hilliard.  And  that's  just  part  of  the  problem  of  frustration 
of  inner  cities.  We  have  some  tremendous  problems,  and  if  you're 
going  to  be  the  agency  that's  going  to  help  us  solve  those  problems, 
then  you've  got  to  aggressively  inform  people  who  you're  unable  to 
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perform  certain  taisks  that  they  think  you  ought  to  be  doing, 
whether  it's  the  public  or  the  Congress  or  the  administration.  You 
haven't  done  that. 

That's  all,  Mr.  Chairman.  Thank  you. 

Chairman  Mfume.  Thank  you  very  much,  Mr.  Milliard.  Let  me, 
Mr.  Watkins,  say  that  regretfully,  I'm  going  to  have  to  dismiss  this 
panel  momentarily  because  of  the  amount  of  time  we've  consumed 
with  our  questions.  Obviously,  all  of  those  questions  and  concerns 
have  come  out  of  a  deep-seated  interest  that  we  all  have  in  the 
agency,  and  a  great  deal  of  concern  also  about  where  the  agency  is 
headed.  If  your  testimony  has  told  us  collectively  anything  this 
morning,  it  is  that  at  least  during  the  last  administration,  very 
little  was  done  to  correct  ongoing  and  existing  problems  in  the 
SBA.  While  the  previous  administrator  was  someone  who  I  knew 
and  first  came  to  Congress  with  in  1986,  I  would  dare  say  that  she 
probably  inherited  many  of  the  problems  that  are  still  with  this 
agency  today.  It  is  extremely  important  that  you  communicate 
back  to  the  administrator,  as  we  will  do  in  writing  through  this 
committee  in  a  much  more  formal  sense,  what  our  concerns  are. 

When  I  first  took  you  back  to  page  15  of  your  testimony,  ex- 
pressed my  absolute  disbelief  that  in  this  disaster  program,  a 
person  simply  had  to  send  in  an  application,  have  the  application 
approved  and  never  see  anybody  from  the  SBA  in  order  to  get 
money,  I  still  find  that  absolutely  astonishing,  and  I  hope  that  it  is 
rectified.  We  cannot,  in  any  real  and  meaningiFul  way,  go  before  the 
American  public  and  suggest  that  we  have  a  system  of  checks  and 
balances  where  we're  not  doing  administrative  processes  of  agen- 
cies such  as  yours.  That  sort  of  thing  simply  has  to  be  corrected. 

The  remarks  of  Mr.  Hilliard  are  cogent.  They  go  to  the  heart  of 
the  question  that  a  lot  of  people  have  about  whether  or  not  there 
needs  to  be  a  redefinition,  if  you  will,  of  the  role  of  the  SBA  and 
whether  a  redefinition  will,  in  fact,  set  it  on  a  course  where  it 
maximizes  its  effectiveness  and  where  it  minimizes  its  opponents. 

I  have  to  go  back  to  the  remarks  of  Mr.  Fields,  as  he  indicated, 
both  he  and  I  serve  on  the  Banking  Committee.  We  are  very  much 
concerned  about  redlining  in  this  Nation,  how  it  affects  African- 
Americans  and  Latinos  and  Asians,  and  how  we  go  about  doing 
away  with  it.  So,  his  concern  really  becomes  my  concern  and  the 
fact  that  in  this  program,  particularly  here  in  the  7(a)  Program,  it 
seems  to  be  an  environment  or  an  incubator,  if  you  will,  where 
that  sort  of  thing  can  occur. 

So,  there  are  a  number  of  concerns.  We  certainly  appreciate  your 
time  and  your  energy  before  us.  We  don't,  as  a  committee,  blame 
you  in  any  sort  of  way.  It  goes  back  to  my  original  statement  that 
there  is  a  great  deal  of  question,  if  not  blame,  certainly  to  be  aimed 
at  this  previous  administration  or  perhaps  both  previous  adminis- 
trations, and  clearly  what  this  hearing  does  is  establishes  on  the 
record  existing  problems,  a  desire  as  I  hear  it  on  both  your  part 
and  that  of  Mr.  Bowles,  to  correct  those  things,  and  it  allows  us  for 
the  first  time  a  very  meaningful  way  to  understand  where  those 
corrections  have  to  be  administered. 

So,  we  thank  you  for  your  time  here  and  for  the  appearance  also 
of  Mr.  Lee  and  Mr.  Kulik.  I'd  like  to  dismiss  this  panel  at  this  par- 
ticular moment,  and  in  the  interest  of  time,  move  ahead  to  our 
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second  and  last  panel  this  morning.  The  Chair  calls  Mr.  Mike 
Mantle  of  Bank  of  America,  Mr.  John  Bryant  of  Operation  Hope, 
and  Mr.  Carlton  Jenkins  of  Founders  National  Bank. 

The  Chair  also  wishes,  on  a  point  of  personal  privilege,  to  ac- 
knowledge the  presence  here  of  the  spouses  of  some  members  of 
this  committee  and  of  other  members  who  are  not  on  this  commit- 
tee and  who  are  not  present  at  the  moment.  We  thank  you  for  at- 
tending as  well. 

Is  Mr.  Jenkins  here  or  not  here  from  Founders  National  Bank?  I 
am  told  that  he  is  not  here.  Mr.  Mantle  and  Mr.  Bryant,  I  thank 
you  for  your  patience.  Mr.  Mantle,  we  understand  the  time  con- 
straints that  you  are  under  and  as  such,  we  will  defer  to  you  first. 
It's  good  to  have  you  here.  It's  good  to  have  you  here,  Mr.  Bryant. 
Thank  you  for  your  previous  appearances  in  Washington,  DC 
before  this  committee.  Mr.  Mantle,  won't  you  proceed  as  you  wish. 

TESTIMONY  OF  MIKE  MANTLE,  PRESIDENT,  BANK  OF  AMERICA, 
COMMUNITY  DEVELOPMENT  BANK  AND  CHAIRMAN,  AMERICAN 
BANKERS  ASSOCIATION'S  COMMUNITY  DEVELOPMENT  LEND- 
ING COMMITTEE 

Mr.  Mantle.  Thank  you,  and  thank  you  for  the  opportunity  to 
speak  in  front  of  the  panel  this  morning.  I  have  submitted  a  copy 
of  my  testimony  for  the  record.  I'd  just  briefly  like  to  highlight 
some  of  the  issues  that  we  have  raised. 

I'm  Mike  Mantle.  I'm  president  of  Bank  America  Community  De- 
velopment Bank.  We're  a  State  chartered  bank  and  subsidiary  of 
BankAmerica  Corp.  We  opened  in  April  of  1990,  and  we're  primari- 
ly focused  on  providing  community  development  loans  in  the  State 
of  California.  I  also  currently  serve  as  chairman  of  the  American 
Bankers  Association's  Community  Development  Lending  Commit- 
tee; serve  on  the  board  of  directors  of  the  Local  Initiative  Support 
Corporation's  affiliate,  the  National  Equity  Fund;  serve  on  the 
board  of  directors  of  the  Development  Training  Institute  in  Balti- 
more, Maryland;  and  as  a  member  of  the  State  of  California  Small 
Business  Development  Board. 

I  would  like  to  focus  my  comments  today  on  recommended 
changes  to  the  existing  SBA  7(a)  loan  program  and  process.  I  be- 
lieve these  changes  would  enhance  the  availability  of  credit  to  eco- 
nomically distressed  communities,  both  rural  and  urban.  As  back- 
ground for  my  comments,  it  must  be  pointed  out  that  the  SBA  7(a) 
Program  historically  is  the  largest  public  sector  funding  of  any 
small  business  assistance  program  in  the  country.  Although  the 
7(a)  Program  has  been  without  funding  to  grant  new  loans  since 
late  April  of  this  year,  my  comments  are  made  under  the  assump- 
tion that  the  Federal  commitment  to  small  business  lending  pro- 
grams will  continue  in  the  future. 

My  comments  center  around  a  recommendation  that  the  SBA 
7(a)  and  504  loan  programs  be  linked  much  more  closely  with  the 
Community  Reinvestment  Act  of  1977.  Regulated  financial  institu- 
tions have  become  increasingly  aware  of  CRA  over  the  past  few 
years,  with  public  disclosure  of  CRA  ratings  and  regulatory  approv- 
al of  bank  mergers,  openings,  et  cetera  now  being  impacted  by  CRA 
performance.  Bank  of  America  Community  Development  Bank  and 
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numerous  other  lenders  use  SBA  Programs  as  a  part  of  their  over- 
all product  mix  to  meet  small  business  credit  needs,  but  frankly, 
lenders  have  experienced  difficulty  in  using  the  SBA  Program  to 
meet  the  needs  of  economically  distressed  communities. 

We  have  discovered  that  the  basic  requirements  of  regulated  fi- 
nancial institutions  under  the  Community  Reinvestment  Act  are 
not,  in  fact,  requirements  of  the  SBA.  For  example,  financial  insti- 
tutions are  required  to  conduct  needs  assessment  surveys  of  their 
serving  areas  and  develop  products  which  meet  the  needs  identi- 
fied. The  district  offices  of  the  SBA,  of  which  there  are  six  in  Cali- 
fornia, do  not  conduct  a  similar  survey.  Under  CRA,  financial  insti- 
tutions are  required  to  track  loans  by  geographic  distribution  and 
ethnic  distribution  and  take  actions  to  insure  a  fair  distribution  of 
their  products.  The  SBA,  on  the  other  hand,  is  not  required  to  take 
similar  action. 

It  is  also  interesting  to  note  that  many  of  the  largest  SBA  lend- 
ers in  California  are  nonregulated  lenders  not  covered  by  the  Com- 
munity Reinvestment  Act.  For  example,  in  1992,  two  of  the  five 
largest  SBA  lenders  in  the  Los  Angeles  district  office  of  the  SBA 
were  nonregulated  lenders  not  covered  by  CRA.  These  two  lenders 
utilized  20  percent  of  the  SBA  guarantees  issued  in  Los  Angeles 
last  year. 

It  is  also  interesting  to  note  that  these  two  nonregulated  lenders 
had  an  average  loan  size  of  $430,000,  which  is  15  percent  above  the 
average  size  loan  made  in  the  district  of  $377,000,  and  well  above 
the  $100,000  threshold  which  community  based  groups  tell  us  are 
critically  needed. 

There  is  no  requirement  of  these  unregulated  lenders  that  they 
address  the  needs  of  the  economically  distressed  areas,  minority 
businesses,  or  borrowers  with  smaller  loan  needs. 

As  the  information  contained  in  the  SBA's  1992  loan  profiles  re- 
ports, only  2  percent  of  the  SBA  loans  made  in  1992  were  to  Afri- 
can-American owned  businesses,  3  percent  to  Hispanic-owned  busi- 
nesses, and  10  percent  to  women-owned  businesses.  Additionally,  as 
the  report  demonstrates,  only  35  percent  of  the  SBA  loans  made  in 
1992  were  for  $100,000  or  less,  and  only  15  percent  for  $50,000  or 
less.  These  are  critically  defined  loan  thresholds  that  we  identify  in 
our  meetings  with  community  groups  across  California. 

The  following  specific  recommendations  are  made.  One,  each  dis- 
trict office  of  the  SBA  should  conduct  an  annual  needs  assessment 
survey,  identifying  the  key  small  business  loan  needs  in  their  dis- 
tricts, and  require  participating  lenders  to  present  plans  on  how 
they  will  address  and  meet  these  needs.  Lender  performance 
should  be  monitored. 

Two,  the  SBA  currently  places  lenders  into  three  classifications. 
Preferred  lenders  are  granted  what  is  the  equivalent  of  delegated 
underwriting  authority  from  the  SBA.  Lenders  who  enjoy  this 
status  are  able  to  originate  SBA  loans  without  first  submitting  the 
entire  loan  to  the  SBA  for  review  and  approval,  which  greatly  en- 
hances the  timing  and  funding  of  credit  and  reduces  lender  ex- 
penses. 

Certified  lenders  are  granted  expedited  loan  approval  from  the 
SBA  on  an  individual  loan  submitted  for  approval.  This  expedited 
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approval  which  is  stated  to  be  3  business  days,  in  reality  averages 
close  to  2  weeks,  and  that  is  still  acceptable  to  the  banks. 

General  lenders  are  required  to  submit  individual  loans  to  the 
SBA  for  approval  with  no  committed  turnaround  times.  Lenders 
with  this  status  generally  experience  difficulties  in  providing 
timely  turnarounds  on  loans  to  their  clients.  It  should  be  noted 
that  lenders  earn  their  status  based  on  subjective  opinions  of  each 
of  the  SBA  district  offices.  The  criteria  utilized  to  determine  lender 
status  do  focus  on  the  number  of  loans  the  lender  originates  and 
their  ability  to  adequately  service  their  loans. 

Criteria  for  certified  or  preferred  lender  status  do  not  include 
loans  for  minority-  or  women-owned  business  enterprise  or  small 
loans.  In  fact,  the  largest  nonregulated  SBA  lenders  in  California 
in  1992  enjoyed  preferred  status  while  banks  such  as  Founders,  an 
African-American  owned  institution  serving  South  Central  Los  An- 
geles and  other  parts  of  L.A.  Wells  Fargo,  First  Interstate,  had  gen- 
eral processing  authority. 

It  is  recommended  that  any  financial  institution  regulated  by  the 
OCC,  Federal  Reserve,  FDIC,  or  OTS,  which  has  received  a  satisfac- 
tory safety  and  soundness  rating  and  a  satisfactory  or  better  CRA 
rating,  be  granted  the  equivalent  of  preferred  lender  status,  in 
other  words,  delegated  underwriting  authority  to. make  a  loan.  This 
removes  a  duplication  of  Federal  Government  monitoring  of  lend- 
ers, and  will  increase  the  availability  of  small  business  loans.  It 
will  also  reduce  expenses  at  the  SBA,  savings  which  can  be  used  to 
increase  guaranty  authority.  Lenders  who  do  not  follow  program 
regulations  or  do  not  properly  service  or  collect  their  loans  should 
not  have  their  SBA  guarantees  honored. 

Another  variation  of  this  recommendation  would  be  to  grant 
lenders  preferred  status  on  smaller  transactions,  with  SBA  reserv- 
ing the  option  to  review  larger  transactions  prior  to  committing 
Federal  resources.  For  example,  in  Los  Angeles  today,  we,  as  well 
as  Founders  and  some  other  lenders,  must  submit  $10,000  loans  to 
the  SBA  for  prior  approval,  while  at  the  same  time,  $1  million 
loans  are  being  made  by  nonregulated  lenders.  Establishing  a 
threshold  at  the  $250,000  level  for  delegated  approval  authority 
would  meet  the  needs  of  our  markets. 

The  next  recommendation,  assign  each  lender  one  SBA  office  re- 
sponsible for  all  aspects  of  the  lender — SBA  relationship,  including 
loan  approvals,  guarantee  payments,  and  monitoring  reports.  Cur- 
rently, many  lenders  must  deal  with  multiple  offices  of  the  SBA, 
supplying  the  same  information  to  each  one.  Additionally,  this  will 
serve  to  give  lenders  a  uniform  answer  to  common  issues  which  are 
handled  differently  in  each  of  the  district  offices. 

Next  recommendation,  in  exchange  for  the  above  recommenda- 
tions which  would  reduce  lender  expenses  and  allow  more  lenders 
to  effectively  participate  in  the  SBA  Program,  explore  the  concept 
utilized  by  the  FHA  Title  1  Home  Improvement  Loan  Program, 
under  which  lenders  are  granted  delegated  underwriting  authority 
and  the  ability  to  purchase  a  loan  guarantee.  In  exchange,  the 
lender  pays  an  annual  insurance  premium  of  one  half  percent  on 
its  insured  portfolio.  Defaulted  loans  are  presented  for  payment 
under  insurance  provided  and  paid  provided  the  program's  regula- 
tions have  been  followed. 
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Next,  the  SB  A  should  create  a  new  equity  fund  for  small  busi- 
ness. We  find  that  many  businesses,  as  you  heard  today,  need  cap- 
ital, need  equity,  as  much  as  they  need  credit.  By  recapturing  a 
part  of  the  profit  made  today  by  some  SBA  lenders  that  sell  their 
loans  in  the  secondary  market  at  premiums  of  up  to  17  percent,  the 
SBA  can  create  a  fund  to  be  utilized  for  small  business  expansion 
through  equity  participation. 

The  SBA  should  mandate  that  loans  eligible  for  the  SBA  504 
loan  program  be  required  to  be  funded  under  that  program  instead 
of  utilizing  the  7(a)  loan  program  which  is  more  designed  to  meet 
the  needs  and  desires  of  the  lender  than  the  needs  of  the  borrower 
or  the  SBA.  The  504  Program  provides  a  borrower  with  an  option 
to  obtain  long  term  fixed  rate  financing  at  below  market  interest 
rates  on  up  to  40  percent  of  the  acquisition  price  of  commercial 
real  estate  or  fixed  assets.  The  stability  of  fixed  rate  financing 
allows  for  better  planning,  budgeting  and  forecasting  of  cash-flow 
needs  by  small  business  owners  and  removes  the  risk  of  increasing 
interest  rates,  causing  job  downsizings  in  the  future. 

Additionally,  the  504  Program  gives  the  SBA  a  better  leveraging 
of  its  scarce  resources.  For  example,  a  commercial  property  being 
acquired  for  $1  million  with  90-percent  financing  supported  by  the 
SBA  uses  $400,000  of  Federal  resources  under  the  504  Program  and 
$500,000  of  private  sector  resources.  This  same  loan  on  a  7(a)  loan 
requires  $750,000  of  Federal  resources,  leveraging  only  $150,000  in 
private  sector  funding.  This  concept  would  greatly  expand  the  total 
dollars  which  the  SBA  can  cause  to  be  lent. 

Finally,  the  SBA  should  continue  to  expand  the  use  of  the  micro- 
loan  program  you  heard  about  earlier,  which  lends  funds  to  local 
intermediaries  and  which  they,  in  turn,  lend  out  in  amounts  up  to 
$25,000  in  their  communities.  The  previous  recommendations  will 
generate  considerable  debate  and  criticism  among  existing  SBA 
lenders,  who  would  prefer  to  continue  business  as  usual.  However, 
we  believe  that  the  current  economic  environment  calls  for  all  of 
us  to  be  more  creative,  more  enterprising,  and  more  strategic  about 
community  development. 

Arguments  will  be  made  that  the  program  needs  no  revision,  as 
it  is  over  subscribed  annually.  These  recommendations  do,  howev- 
er, present  opportunities  to  stimulate  a  greater  availability  of 
credit  in  economically  distressed  areas,  while  at  the  same  time  gen- 
erating additional  funds  for  expanding  small  business  assistance 
programs. 

I  thank  you  for  your  time  this  morning. 

[Mr.  Mantle's  statement  may  be  found  in  the  appendix.] 

Chairman  Mfume.  Mr.  Mantle,  thank  you  very  much,  and  as  I 
indicated  before,  I  understand  that  you're  pressed  in  your  schedule, 
and  so  we  will  try  as  best  we  can  to  accommodate  you.  Mr.  Bryant, 
the  Chair  is  going  to  ask  if  you  would  allow  at  least  Mr.  Mantle  to 
receive  questions  from  the  committee  before  we  go  on  with  your 
testimony. 

Mr.  Bryant.  Fine. 

Chairman  Mfume.  Good.  Mr.  Mantle,  again,  let  me  thank  you.  I 
want  to  go  and  ask  you  a  couple  of  things.  Maybe  you  can  help  us 
as  we  try  to  put  in  place  a  record  here.  Through  your  own  experi- 
ence, can  you  take  a  minute  to  tell  the  committee  what  you  believe 


26 

is  the  greatest  obstacle  which  prevents  small  and  minority  busi- 
nesses from  having  access  to  capital  and  credit  on  a  conventional 
basis  from  mainstream  institutions  as  we  know  them,  mainstream 
financial  institutions? 

Mr.  Mantle.  Historically,  ignoring  the  economic  climate  of  Cali- 
fornia for  the  past  3  to  4  years,  historically,  credit  is  extended  in 
tandem  with  capital.  A  business  will  come  into  a  bank,  and  you'll 
hear  that  the  bank  will  allow  them  to  leverage  their  capital  three 
or  four  or  five  times  with  the  amount  of  loans  that  they  have  in- 
vested in  the  business.  Many  small  businesses,  particularly  minori- 
ty owned  small  businesses,  have  had  a  very  difficult  time  attract- 
ing adequate  capital  to  get  them  over  the  first  1  to  5  years  in  the 
life  cycle  of  the  business.  That  lack  of  capital,  the  lack  of  ability  to 
access  venture  capital  funds  and  the  like,  has  restricted  the  flow  of 
credit. 

Chairman  Mfume.  Let  me  ask  you  also  about  your  recommenda- 
tions that  you  made  in  your  formal  testimony  about  how  to  im- 
prove the  lia)  Program.  I  think  they're  rather  comprehensive  to 
say  the  least,  and  can  you  tell  the  committee  for  the  record,  has 
your  institution  in  particular  either  formally  or  informally  con- 
versed with  the  SBA  on  how  to  improve  the  program? 

Mr.  Mantle.  We  have  ongoing,  very  positive  ongoing  dialog  with 
the  regional  office  of  the  SBA  in  San  Francisco,  as  well  as  the  six 
district  offices  in  California.  The  comments  contained  here  today, 
many  of  them  have  been  conveyed  in  the  copy  I  submitted  for  the 
record  in  bank  publications,  including  Community  and  the  Bank, 
where  we  have  editorialized  our  positions.  We  have  done  Op  Ed 
pieces  in  major  newspapers,  including  the  New  York  Times,  across 
the  country  with  many  of  these  strategic  thoughts  over  the  last  6 
months.  We  have  worked  with  Vice  President  Gore's  national  per- 
formance review  task  force,  recommending  certain  changes  to  en- 
hance not  only  the  flow  of  credit  but  more  dollars  to  the  SBA  Pro- 
gram without  impacting  the  Federal  budget. 

So,  these  ideas  have  been  in  existence.  We  developed  them  over 
the  course  of  the  last  year  in  a  tandem  effort  with  representatives 
in  community  groups,  that  group  includes  Ms.  Carla  Dartis  from 
the  Drew  Economic  Development  Corp.  located  here  in  Compton, 
and  others  across  the  State. 

Chairman  Mfume.  Now,  were  your  conversations  with  the  SBA 
solicited  or  offered? 

Mr.  Mantle.  Generally  offered. 

Chairman  Mfume.  Rarely  solicited?  Would  that  be  a  fair  state- 
ment? 

Mr.  Mantle.  The  SBA  has  solicited  many  comments  on  efficien- 
cy, improving  efficiency.  The  SBA  has 

Chairman  Mfume.  With  regard  to  the  7(a)  Program? 

Mr.  Mantle.  Yes.  The  concept  of  electronic  data  submission  and 
more  expedited  processing  of  information  between  lenders  and  the 
SBA  has  been  solicited  by  the  SBA. 

Chairman  Mfume.  OK.  On  page  6  of  your  testimony,  point  nine, 
you  mentioned  briefly  expanding  the  microloan  program.  I'd  appre- 
ciate you  taking  just  a  moment  to  expound  on  that  as  to  how  you 
see  it  expanding  and  in  what  direction. 
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Mr.  Mantle.  Well  one,  I  think  the  program  has  demonstrated 
success.  I  think  you  heard  that  with  the  previous  panel.  The  fund- 
ing level  for  that  program,  in  my  opinion,  should  be  expanded  dra- 
matically. The  funding  for  that  program  could  be  attained  through 
a  lender  insurance  premium,  through  a  recapture  of  some  of  the 
secondary  market  loan  sales.  The  intermediaries  participating  in 
the  program  are  not  regulated  by  bank  examiners.  They  are  able  to 
make  transactions  not  subject  to  safety  and  soundness  reviews,  not 
subject  to  any  of  the  banking  regulations,  the  FIRREA  require- 
ments, the  appraisal  requirements,  and  the  like  that  take  place 
today  in  the  banking  environment,  and  they  can  hold  the  cost 
down,  extend  the  credit  quickly.  So,  the  demonstrated  success  of 
the  program,  I  think,  speaks  for  itself,  and  it  should  be  continued. 

Chairman  Mfume.  Well,  thank  you  for  your  testimony,  and  spe- 
cifically with  the  honest  way  in  your  former  testimony  that  you  try 
to  approach  these  problems  that  we're  all  facing.  The  Chairman 
will  yield  and  recognize  Mr.  Fields  of  Louisiana. 

Mr.  Fields.  Thank  you,  Mr.  Chairman.  I'll  be  brief.  Mr.  Mantle, 
I'm  very  impressed  with  your  presentation,  and  I  can  really  appre- 
ciate some  of  the  ideas  you  enumerated  in  terms  of  how  we  deal 
with  the  7(a)  Program  through  the  SB  A.  I  have  one  quick  question. 
In  your  comments,  you  mentioned  that  in  1992,  39  percent  of  small 
business  loans  were  to  minorities  and  women-owned  businesses.  Of 
the  39  percent,  can  you  give  me  a  breakdown  of  women,  minority 
and  when  you  deal  with  minority,  with  Hispanics,  Blacks  and  on 
down  the  line.  Do  you  have  a  breakdown? 

Mr.  Mantle.  You're  referring  to  my  written  testimony  regarding 
Bank  of  America  Community  Development  Bank's  loan  numbers. 

Mr.  Fields.  Yes. 

Mr.  Mantle.  Last  year,  39  percent  of  our  loans  were  minority  or 
women-owned  business,  and  the  breakout  was  22  percent  minority- 
owned,  17  percent  women-owned  business. 

Mr.  Fields.  When  you  say  22  percent  minority-owned,  you're  still 
using  a  total  word  that  I'm  not  ready  to  deal  with  as  of  yet,  be- 
cause minority  is  a  category. 

Mr.  Mantle.  Right. 

Mr.  Fields.  You  could  say  women,  minorities,  you  can  say 
women,  Hispanics,  Blacks.  Can  you  give  me  a  total  breakdown  in 
terms  of  Hispanics,  Asians,  and  Blacks,  when  you  use  it,  or  are  you 
using  the  term  minority  as  a  black  term,  period? 

Mr.  Mantle.  No,  the  term  minority  includes  Hispanic,  African- 
American,  Asian,  and  of  the  women — I  do  not  have  the  breakout  in 
front  of  me.  I  can  send  that  to  you  on  the  breakout  of  our  individ- 
ual loans.  I'd  be  happy  to  do  that. 

Mr.  Fields.  OK. 

Chairman  Mfume.  Are  you  saying  women  also  are  a  part  of  your 
definition  of  minority? 

Mr.  Mantle.  No. 

Chairman  Mfume.  All  right. 

Mr.  Mantle.  Thirty-nine  percent  of  our  loans  were  to  women-  or 
minority-owned,  22  p)ercent  minority-owned,  17  percent  women- 
owned. 

Chairman  Mfume.  Thank  you. 

Mr.  Fields.  Twenty-two  percent  who? 
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Mr,  Mantle.  Twenty-two  percent  Were  minority-owned  business. 

Mr.  Fields.  Thirty-nine  percent  women? 

Mr.  Mantle.  Thirty-nine  percent  Was  the  total  of  minority  and 
women. 

Mr.  Fields.  Total,  17  percent  women.  OK.  Let  me  ask  another 
question,  one  final  question.  What  about  the — since  you  participate 
in  a  7(a)  Program,  how  many  applicants  have  you  approved 
through  your  7(a)  Program  approximately,  in  terms  of  numbers? 

Mr.  Mantle.  In  what  time  frame? 

Mr.  Fields.  1993. 

Mr.  Mantle.  1993  7(a)  Approvals  would  be  approximately  125. 

Mr.  Fields.  125.  I  guess  we  can  deal  with  these  numbers  in  terms 
of  minorities  and  the  breakdown  you've  given  us  in  your  testimony, 
is  that  correct? 

Mr.  Mantle.  Correct. 

Mr.  Fields.  OK.  The  next  question  I'd  like  to  ask  is  how  many 
have  you  denied? 

Mr.  Mantle.  I  would  have  to  get  that  information  for  you  specifi- 
cally, but  I  would  estimate  it  would  be  between  200  and  300. 

Mr.  Fields.  And  you  granted  how  many? 

Mr.  Mantle.  Well,  approved  subject  to  the  SBA  refunding,  ap- 
proximately 125. 

Mr.  Fields.  You  denied  approximately  an  equal  number  or  more? 

Mr.  Mantle.  We  have  probably  denied  or  in  including  in  denied 
would  be  restructure,  a  borrower  that  would  apply  for  a  $200,000 
loan  that  would  be  repackaged  as  a  $100,000  loan,  with  perform- 
ance incentives  to  achieve  the  next  $100,000. 

Mr.  Fields.  Of  your  denials,  since  you  so  accurately  give  the 
numbers  of  the  approvals,  of  the  denials,  can  you  give  me  the 
breakdown  in  terms  of  African-Americans,  Hispanics,  and  other- 
wise? 

Mr.  Mantle.  No,  I  cannot.  I  can  submit  that  to  you  in  writing. 

Mr.  Fields.  Certainly  I  wish  not  to  scorn  you  with  these  com- 
ments, but  let  me  just  say  as  just  the  basics  of  how  I  feel,  I  really 
get  sick  when  I  hear  individuals  come  before  the  panel  and  they 
give  us  figures  that  they  want  us  to  hear,  and  not  bring  the  figures 
that  we  want  to  hear,  all  of  the  figures.  We  certainly  want  to  hear 
the  numbers  that  you  give  us,  be  we  also  want  to  hear  the  bad  side, 
or  the  dark  side,  as  well.  I  mean,  everybody  comes  before  the  com- 
mittee and  tell  us  how  great  their  operation  is  working,  but  never 
give  us  the  other  side  of  the  picture.  It  puts  me,  as  one  member  of 
this  committee  and  one  Member  of  Congress,  in  a  very  antagonistic 
position  because  it's  just  not  fair.  For  you  to  sit  here  today  and  say 
I  can  tell  you  how  many  we  have  granted,  but  I  can't  tell  you  how 
many  we've  denied. 

Mr.  Mantle.  I  would  like  to  offer  the  comment  that  we  are  pro- 
hibited by  law  from  collecting  information  that  you're  requesting 
on  loan  applications  today  outside  of  single  family  mortgage  or 
Government  insured  loans.  When  we  apply  for  the  guarantees,  we 
are  able  to  collect  the  information.  We  are  prohibited  today  from 
collecting  the  information  you're  asking  me  for. 

Mr.  Fields.  So  you  can  tell  me  how  many  people  you've  granted 
an  award  to,  but  you  can't  tell  me  who  you  haven't? 

Mr.  Mantle.  That's  correct. 
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Mr.  Fields.  There  is  a  law  that  provides  that  you  cannot  tender 
that  information? 

Mr.  Mantle.  That  is  correct. 

Mr.  Fields.  Unless  you  grant  the  application? 

Mr.  Mantle.  Unless  we  use  a  Government  loan  program  or  if  it's 
a  single  family  home  mortgage. 

Mr.  Fields.  Is  7(a)  a  Government  loan  program? 

Mr.  Mantle.  Yes. 

Mr.  Fields.  Are  we  speaking  about  the  7(a)  Program? 

Mr.  Mantle.  Well,  when  we  take  an  application  into  our  bank, 
we're  taking  an  application  in  for  a  small  business  loan.  We  then, 
in  turn,  go  and  find  how  we  can  make  the  loan.  One  of  many  op- 
tions may  be  an  SBA  7(a)  loan. 

Mr.  Fields.  So  when  you  enter  into  the  discussion  of  7(a),  do  you 
not  leave  away  from  that  regulation? 

Mr.  Mantle.  When  we  grant  an  SBA  7(a)  loan,  you  are  correct, 
we  get  away  from  the  regulation. 

Mr.  Fields.  Well,  we're  playing  with  words  now.  We're  getting 
tied  up  in  an  analysis,  and  I  don't  want  to  do  that,  but  when  you 
start  entering  into  the  discussion  of  7(a),  you  are  under  totally  dif- 
ferent rules,  are  you  not? 

Mr.  Mantle.  We  are  under  different  rules,  that  is  correct. 

Mr.  Fields.  And  you  can  get  that  information 

Mr.  Mantle.  We  can  get  it,  but  you  have  to 

Mr.  Fields.  Now,  I've  been  asking  questions  about  which  one. 

Mr.  Mantle.  What  I'm  trying  to  state  is  when  a  borrower  comes 
to  us  for  financing,  we  accept  a  general  application.  Before  we  de- 
termine whether  the  borrower  would  be  an  SBA  7(a)  loan,  a  State 
of  California  loan,  a  Farmer's  Home  loan,  if  the  borrower  has  bad 
credit,  has  no  equity,  has  deteriorating  financial  trends,  whatever 
would  preclude  them  from  accepting,  we  do  not  proceed  to  the  7(a) 
discussion  or  the  Bureau  of  Indian  Affairs  discussion  or  the  Farm- 
er's Home  discussion.  We  proceed  with  alternative  financing  that 
could  be  available  outside  of  the  financial  institution.  So,  we  don't 
get  to  the  point  where  we  make — we  do  not  give  them  more  forms 
to  fill  out  in  making  an  SBA  loan. 

Mr.  Fields.  I  understand.  In  the  essence  of  time,  I'm  going  to 
delay  any  further  comments,  but  if  I  were  to  ask  you  today  how 
many  individuals  walk  into  your  bank  under  the  7(a)  precisely,  ask 
for  the  7(a)  Program,  you  still  would  not  be  able  to  give  me  the 
number  of  people  who  you  have  denied,  is  that  not  correct? 

Mr.  Mantle.  I  would  have  more  representative  information.  I 
can  get  that  for  you. 

Mr.  Fields.  But  you  could  not  give  it  to  me  now,  is  that  correct? 

Mr.  Mantle.  Not  at  this  moment,  no. 

Mr.  Fields.  Thank  you,  Mr.  Chairman.  I  have  no  further  ques- 
tions. 

Chairman  Mfume.  Thank  you  very  much,  Mr.  Field.  Mr.  Mantle, 
are  you  under  the — or  do  you  have  an  awareness  of  the  fact  that 
under  CRA  reporting  requirements  passed  by  Congress,  that  finan- 
cial institutions  are  supposed  to  keep  statistics  on  all  minority 
loans  declined? 

Mr.  Mantle.  Yes. 
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Chairman  Mfume.  It  seems  that  would  be  in  conflict  with  your 
earlier  statement. 

Mr.  Mantle.  We  are  also  limited  to  the  amount  of  information. 
There  is  a  very  large  difference  between  the  single  family  con- 
sumer lending  products  and  commercial  loans  for  small  business, 
and  that's  where  the  differences  come  in. 

Chairman  Mfume.  I  understand 

Mr.  Mantle.  We  are  required  to  follow  the  distribution  of  the 
loan's  ethnic,  geographic,  and  the  turndown,  but  there  are  still  con- 
flicts within  the  law  as  to  the  amount  of  information  we  can  gather 
on  certain  types  of  small  business  transactions. 

Chairman  Mfume.  There  is,  indeed,  but  there  are  no  limitations 
with  respect  to  ethnicity,  and  I  would  again  call  your  attention  to 
the  Community  Reinvestment  Act  and  the  reporting  requirements 
passed  and  approved  by  this  Congress  that  require  statistics  be 
kept  on  all  minority  loans  that  are  declined,  not  overwhelming  sta- 
tistics, but  certainly  race  or  ethnicity.  Mr.  Hilliard  of  Alabama? 

Mr.  Hilliard.  Mr.  Mantle,  some  of  your  suggestions  I  take  at 
heart,  and  I  understand  the  great  deal  of  paperwork  that  bankers 
have  to  undergo,  but  let  me  make  sure  I  understood  you  on  your 
example  about  the  $10,000  loan  and  the  $1  million  loan  and  the  ap- 
proval involved.  Would  you  repeat  that  for  me,  please? 

Mr.  Mantle.  As  a  certified  lender  and  doing  business  in  the  Los 
Angeles  district  office,  we  source  out  a  small  business  that  needs  a 
$10,000  equipment  loan,  package  the  loan,  approve  the  loan,  under- 
write it,  and  then  we  submit  the  entire  package  to  the  local  office 
of  the  SBA,  where  an  SBA  loan  officer  then  reviews  the  loan,  and 
makes  an  independent  credit  decision  prior  to  granting  SBA  guar- 
antee authority  on  that  transaction.  That  process  can  take  3  days 
to  2  weeks. 

The  million  dollar  loan,  a  preferred  lender  with  the  delegated 
underwriting  authority,  does  not  submit  the  package  to  an  SBA 
loan  officer  for  review.  They  make  the  million  dollar  loan  without 
that  requirement  that  it  have  a  separate  set  of  eyes.  They're  re- 
quired to  notify  the  SBA  of  the  credit  decision  and  notify  it  and 
obtain  certain  guarantees,  but  it  does  not  go  through  the  same  ap- 
proval process  that  the  certified  lender  would  go  through. 

Mr.  HiULiARD.  Are  both  those  guaranteed  loans? 

Mr.  Mantle.  Those  are  identically  the  same  loan  in  the  7(a)  Pro- 
gram. 

Mr.  Hilliard.  Just  whether  you  are  certified  or  preferred? 

Mr.  Mantle.  Correct. 

Mr.  Hilliard.  OK.  Is  that  a  big  problem? 

Mr.  Mantle.  Well,  it's  a  very  time  consuming  and  expensive 
process  for  lenders  to  go  through. 

Mr.  Hilliard.  Does  it  create  an  additional  cost? 

Mr.  Mantle.  It  creates  additional  costs  for  us,  certainly.  It  cre- 
ates additional  costs  for  the  SBA,  and  additional  costs  for  the  bor- 
rower. 

Mr.  HiLUARD.  Are  you  prohibited  from  becoming  a  preferred? 

Mr.  Mantle.  We  are  not  prohibited.  We  have  requested,  and  we 
continually  negotiate  for  that  status  in  the  various  district  offices 
in  California.  We  have  that  authority  in  San  Diego.  We  do  not 
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have  it  here  in  Los  Angeles  at  this  time.  It  is  continually  request- 
ed, I  might  add. 

Mr.  Milliard.  Tell  me  about  your  report  from  the  standpoint 
that  you're  requested  that  this  Government  make  available  to  SBA 
moneys  for  their  particular  problem.  Why  not — I  mean,  you  invite 
intrusion  by  the  Government  into  your  industry.  Is  that  because  of 
the  fact  that  your  industry  does  not  serve  this  market,  or  is  it  be- 
cause you  think  that  Government  can  best  serve  that  market? 

Mr.  Mantle.  I  would  offer  the  example  that  we're  trying  to — 
small  business  today,  we're  finding  one  of  the  principal  reasons  for 
credit  declines  is  a  lack  of  equity.  More  businesses  need  equity 
today  than  need  small  business  loans  if  they're  going  to  create  jobs. 
We  have  invested  our  bank  over  $100  million  in  equity  and  low 
income  apartment  buildings,  and  a  majority  of  that  investment  is 
in  the  Southern  California  area  through  a  program  called  the  Fed- 
eral Low  Income  Housing  Tax  Credit.  It's  a  program  where  the 
credit  is  allocated  out  to  each  of  the  States.  In  turn,  investors  come 
in  and  invest  in  low  income  housing.  We  are  trying  to  come  up 
with  a  model  that  will  generate  similar  funds  for  equity  invest- 
ments into  small  business  enterprise,  and  we're  trying  to  come  up, 
in  our  discussions,  with  pools  of  money  that  may  not  be  available 
today  that  may  be  accessed  by  the  Government  to  put  back  into 
small  business  equity.  I'm  not  certain  that  my  recommendation 
states  the  Government  would  necessarily  be  the  investment  vehi- 
cle. The  money  may  be  delegated  out  to  the  States.  It  may  be  dele- 
gated out  to  community  groups,  I  don't  know.  That's  another  dis- 
cussion for  another  time,  but  we're  trying  to  come  up  with  some 
money  for  this  critical  need. 

Mr.  HiLLiARD.  Well,  I  asked  the  question  because  it  was  part  of 
your  report. 

Mr.  Mantle.  Part  of  the  report  recommends  recapturing  a  por- 
tion of  a  gain  on  sale  that  is  currently  taking  place  in  the  markets. 
How  that  recaptured  money  would  get  out  to  small  business  is 
something  I'm  very  interested  in  discussing  with  others  as  well. 

Mr.  HiLLLARD.  Chairman  LaFalce,  Chairman  of  the  Small  Busi- 
ness Committee,  I'm  sure  you're  familiar  with  him,  has  come  up 
with  a  proposal  that's  very  similar  to  the  way  Ginnie  Mae's  are 
treated  and  the  way  funds  are  raised  for  that  category  of  housing 
and  so  forth  for  commercial  business. 

Mr.  Mantle.  Correct. 

Mr.  HiLLiARD.  Have  you  had  a  chance  to  look  at  that? 

Mr.  Mantle.  Is  that  the  Velda  Sue  proposal? 

Mr.  HiLLiARD.  Yes. 

Mr.  Mantle.  Yes,  I  reviewed  that. 

Mr.  HiLLiARD.  Tell  me  your  thinking  about  it,  relatively  to  your 
equity  fund  proposal. 

Mr.  Mantle.  As  it  relates  to  loans  in  economically  distressed 
areas  and  loans  to  borrowers  that  have  a  difficulty  accessing  credit 
today,  I  have  concerns.  I  have  concerns  that  if  you  look  to  the 
Fannie  Mae  and  the  Freddie  Mac  secondary  marketing  models  for 
single  family  mortgages,  they  have  been  fairly  rigid  and  fairly 
tightly  defined  in  terms  of  what  is  eligible  and  what  is  ineligible. 
This  type  of  lending  requires  a  tremendous  amount  of  flexibility 
and  creativity  to  extend  credit  into  the  markets  we're  trying  to 
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reach,  to  come  in  with  a  standardized  product  that  says  if  you  meet 
the  following  criteria,  we  can  put  you  in  a  shoebox  and  sell  the 
loan.  I  think  it's  going  to  add  to  the  detriment  and  exclude  many 
businesses  that  fall  just  outside  of  the  shoebox  approach. 

Our  experience  is  that  types  of  credits  we're  talking  about  have 
some  sort  of  a  strategic  weakness  that  we  are  attempting  to  over- 
come with  the  guarantee  authority. 

Mr.  HiLLiARD.  But  by  the  same  token,  would  that  also  create  the 
pool  of  money  you're  talking  about? 

Mr.  Mantle.  What  it  would  do  is  replenish  lenders'  financial 
statements  by  allowing  the  lender  to  originate  small  business  loans 
and  in  turn  sell  them  on  the  secondary  market.  Nothing  I've  read 
in  Velda  Sue  generates  equity  for  small  businesses. 

Mr.  HiLUARD.  Of  course,  that  probably  won't  solve  our  problems. 

Mr.  Mantle.  That's  my  fear. 

Mr.  HiLUARD.  OK,  thank  you  very  much. 

Chairman  Mfume.  Thank  you,  Mr.  Hilliard.  Mr.  Mantle,  I'm 
going  to  ask  you  to  stay  with  us  a  bit  longer  because  of  the  request 
of  Congressman  Tucker,  and  we  wanted  to  save  him  for  last  in  this 
round,  and  I  would  defer  right  now  to  the  gentleman  from  Califor- 
nia, Mr.  Tucker. 

Mr.  Tucker.  Thank  you  very  much,  Mr.  Chairman.  Mr.  Mantle, 
just  a  couple  of  quick  questions  because  in  the  interest  of  time, 
we're  going  to  have  to  try  to  accommodate  Mr.  Bryant.  Hopefully, 
we  might  even  have  an  opportunity  for  some  questions  from  the 
audience  if  we  get  the  time.  Very  quickly,  you  mentioned — first  of 
all,  let  me  say  that  I  appreciate  your  specific  recommendations  and 
your  documentation,  and  I'm  sure  that  the  Chairman  and  this  com- 
mittee will  follow  up  on  many  of  those  recommendations.  They 
speak  to  many  of  the  things  that  we've  been  talking  about  relative 
to  kind  of  an  inherent  despair  of  the  infrastructure  of  lenders, 
their  enfranchisement  of  the  SBA  process  as  well  as  the  microloan 
process  and  others. 

Quickly,  you  mentioned  that  you  have  preferred  status  in  San 
Diego,  but  you  do  not  have  it  apparently  in  Los  Angeles  County.  To 
the  best  of  your  understanding,  and  understanding  of  course  that 
you're  not  an  SBA  official,  what  is  the  process  there?  Is  it  purely 
subjective  and  political,  what  is  the  criteria?  I  don't  know  this  may 
be  a  question  better  framed  and  formed  to  of  course,  our  SBA  com- 
patriots here,  but  at  least  while  you're  on  the  stand,  from  your 
standpoint,  what  is  the  criteria  there? 

Mr.  Mantle.  The  criteria  as  I  understand  it  is  the  ability  to  serv- 
ice loans  under  the  SBA's  guidelines  and  a  proven  and  demonstrat- 
ed ability  to  do  that,  as  well  £is  liquidate  loans  over  a  period  of 
time,  a  demonstrated  performance  in  the  program,  a  separate  de- 
termination from  the  opinion  that  would  be  given  by  your  bank 
regulator,  be  it  the  FDIC,  a  separate  opinion  on  your  ability  to 
handle  and  manage  the  small  business  portfolio,  as  well  as  meeting 
certain  volume  thresholds  on  a  continual  bsisis  in  the  market. 

Mr.  Tucker.  So,  that  kind  of  criteria  would  make  a  distinction 
between  San  Diego  and  L.A.,  is  that  what  you're  telling  me,  even 
though  you  all  are  part  of  the  same  parent  organization  and  part 
of  the  same  community  development  program  and  same  concept? 

Mr.  Mantle.  Right. 
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Mr.  Tucker.  The  other  question  I  had  to  ask  you  was,  you  men- 
tioned that  a  preferred  lender  has  an  obligation  to  inform  the  SBA 
about  the  loans  that  it  will  be  involved  in.  Obviously,  it  has  an  un- 
derwriting potential  or  capability.  Does  that  mean  that  it  would 
have  an  obligation  to  inform  the  SBA  in  the  event  of  a  loan  denial, 
as  well  as  a  loan  approval? 

Mr.  Mantle.  No,  it  does  not. 

Mr.  Tucker.  OK,  so  it  would  only  have  an  obligation  to  inform 
the  SBA  upon  an  approval  which  it  has  carte  blanche  to  do  based 
on  its  preferred  status,  but  in  terms  of  or  in  the  event  of  a  loan 
denial,  it  wouldn't  have  an  obligation  to  inform? 

Mr.  Mantle.  That  is  correct. 

Mr.  Tucker.  That  goes  right  to  the  heart  of  many  of  the  prob- 
lems that  the  distinguished  gentleman  from  Louisiana  and  other 
members  of  this  body  have  been  talking  about,  that  is,  the  loop- 
holes, the  lack  of  controls,  and  lack  of  monitoring  within  the 
system  right  now? 

Mr.  Mantle.  More  so  there's  the  lack  of  referrals  to  alternative 
sources,  such  as  the  microloan  intermediaries  and  making  sure  all 
possible  avenues  are  exhausted  during  the  declination  process. 

Mr.  Tucker.  Falls  right  through  the  cracks,  then? 

Mr.  Mantle.  Correct. 

Mr.  Tucker.  What  would  you  find,  in  conclusion — one  more 
thing — what  would  you  say  about — I  see  in  your  recommendations 
you  talk  about  surveys  and  monitoring  and  certain  controls,  what 
would  be  your  reaction  to  the  suggestion  that  as  a  matter  of  man- 
date, and  as  a  matter  of  course,  that  anyone  who  is  denied  a  loan 
by  any  of  the  participating  lenders,  be  it  preferred,  general,  or  oth- 
erwise, would  have  to  be  informed,  would  have  a  right  to  be  in- 
formed that  they  have  an  appeal  process,  and  then  they  should  be 
given  information  and  documentation  to  explain  to  them  what  that 
appeal  process  is. 

Mr.  Mantle.  My  reaction  on  a  small  business  applicant  that's 
coming  in  for  the  type  of  lending  we're  talking  about,  not  general 
small  business  lending  but  the  minority  enterprise,  the  economical- 
ly distressed  communities,  I  believe  we  have  an  obligation  as  a 
lender  to  refer  them  to  other  intermediaries  or  agencies  which  can 
help  them  over  a  period  of  time  get  to  their  ultimate  goal  of  grow- 
ing the  small  business.  That  may  be  the  small  business  information 
center,  that  may  be  an  MBDC,  a  small  business  development 
center.  That  may  be  a  whole  host  of  entities  that  can  assist  them, 
either  information,  technical  assistance,  or  alternative  financing.  I 
believe  that  we  need  to  distribute  that  information  to  them.  We're 
attempting  to  do  that  today  in  most  instances  where  we're  declin- 
ing difficult  credits. 

Mr.  Tucker.  I  appreciate  your  response,  but  my  question  re- 
mains, would  you  be  objectionable  to  a  procedure  that  would  indi- 
cate, in  addition  to  a  referral,  that  would  indicate  you've  been 
denied  this  loan,  you  have  a  right  to  appeal  this  decision  within  60 
days.  Here's  the  name  and  the  number  and  the  address  of  a  small 
business  administrator  or  small  business  office  where  you  can  write 
and  say,  here's  my  dissatisfaction  with  this,  and  I'd  like  for  you  to 
review  this  file. 
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Mr.  Mantle.  As  a  lender,  I'm  always  opposed  to  more  regulation. 
However,  if  it  was  isolated  only  to  the  examples  where  we're  using 
a  Federal  guarantee,  if  the  applicant  had  specifically  applied  for  a 
loan  under  a  Federal  guarantee  program  and  we  were  referring 
them  to  that  agency  for  additional  assistance,  I  would  not  have  op- 
position. On  a  widespread  business  basis  where  the  account  was 
millions  of  applications  processed  by  banks  in  this  country  for  non- 
guaranteed  credits,  I  think  you  would  overwhelm  those  you  would 
be  referring  to. 

Mr.  Tucker.  That's  what  I  was  talking  about  for  guaranteed 
loans.  Federal  Government  guaranteed.  Thank  you  very  much. 

Mr.  Mantle.  Thank  you. 

Chairman  Mfume.  Thank  you,  Mr.  Tucker.  Mr.  Mantle,  before  I 
dismiss  you,  let  me  just  go  back  to  your  reluctance  about  more  reg- 
ulation and  suggest  to  you  that  both  Mr.  Fields,  who  is  not  here  at 
the  moment,  and  myself,  as  members  of  the  Committee  on  Banking 
and  Finance,  have  been  looking  at  regulatory  reform.  We  expect 
some  time  by  the  end  of  this  year  or  certainly  early  in  next  year  to 
have  that  in  place  for  financial  institutions.  We  believe  it's  neces- 
sary given  the  fact  that  it  has  been  the  Congress  that  has  layered 
the  regulatory  burden  over  the  years  without  any  substantial 
review. 

However,  in  hand  with  that  is  also  a  heightened  expectation  on 
behalf  of  members  of  this  committee  and  the  larger  Banking  Com- 
mittee that  adherence  to  Community  Reinvestment  Act  require- 
ments is  something  that  is  at  the  top  of  our  agenda.  It  is  a  priority, 
and  I  would  only  share  that  to  you  as  a  banker  and  as  a  lender. 

Thank  you  very  much  for  your  time.  I  know  you  have  an  11:30 
appointment.  You  are  already  15  minutes  late.  You've  been  a  kind 
and  gracious  witness.  We  appreciate  it,  and  we  appreciate  the  coop- 
eration of  the  Bank  of  America.  Thank  you  very  much. 

Mr.  Mantle.  Thank  you  for  your  time. 

Chairman  Mfume.  Mr.  Bryant,  you've  been  patient,  and  we  don't 
want  to  put  you  off  much  longer.  As  I  indicated  before,  you've  been 
before  this  committee  and  before  the  Minority  Business  Committee 
before  giving  testimony  in  Washington.  It's  always  good  to  have 
you  back.  It's  certainly  good  to  be  here  in  Compton  with  Congress- 
man Tucker,  and  I  ask  that  you  proceed  in  any  manner  that  you 
see  fit. 

TESTIMONY  OF  JOHN  BRYANT,  CHAIRMAN  AND  CEO,  BRYANT 
GROUP  CONSULTING  AND  MANAGEMENT  INC.,  AND  OPERATION 
HOPE,  LOS  ANGELES 

Mr.  Bryant.  Thank  you,  Mr.  Chairman,  distinguished  members 
of  the  U.S.  House  of  Representatives  Committee  on  Small  Business, 
Subcommittee  on  Minority  Enterprise,  Finance,  and  Urban  Devel- 
opment. Thank  you  for  having  me.  It  is  indeed  an  honor  and  a 
privilege  to  be  here,  and  that's  not  just  a  pat  statement.  I  grew  up 
in  Compton.  I  started  my  first  business  in  Compton  at  the  age  10, 
the  Neighborhood  Candy  House,  and  it's  very  heartwarming  to  be 
here  in  Congressman  Tucker's  district. 

I  would  ask  that  the  document,  the  revised  7  page  document  that 
you  should  have,  it  should  be  7  pages  and  not  4,  entitled,  "Inner 
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City  Capitalism."  I  would  respectfully  request  that  it  be  formally 
submitted  for  the  record. 

Chairman  Mfume.  Without  objection,  it  is  so  ordered. 

Mr.  Bryant.  This  is  a  matter  of  background,  Mr.  Chairman. 
Clearly,  I've  testified  before  you  twice.  I  would  like  to  provide  a 
brief  summary  of  my  background  for  the  other  members,  if  you 
wouldn't  mind.  As  I  said,  I  started  my  first  business  when  I  was  10 
here  in  Compton  with  a  $40  loan  from  my  mother,  or  bribe.  It  was 
called  the  Neighborhood  Candy  House,  and  that  gave  me  a  taste  of 
the  world  of  entrepreneurship,  and  went  on  to  sell  shoes  through 
Stacy  Adams  mail  order  and  do  other  things. 

In  1984,  I  was  mentored  by  a  man  by  the  name  of  Harvey  Baskin 
of  Baskin  Co's  who  owned  several  other  businesses,  including  a  fi- 
nancial service  company.  In  1985,  I  became  an  employee  of  a  pri- 
vate banking  firm  in  West  L.A.  called  Wade  Cotter  &  Co.,  provid- 
ing finance  for  many  of  the  office  buildings  and  large  multimillion 
dollar  structures  you  see  throughout  this  country,  using  primarily 
insurance  and  pension  fund  moneys.  I  desired  a  new  and  different 
approach,  and  worked  myself  into  a  partnership  and  to  a  new  divi- 
sion with  a  lot  of  promise  but  no  assets. 

I  grew  that  division  providing  short  term,  asset-based  financing 
for  high  net  worth  individuals.  I  grew  that  division — which  started 
in  1986,  from  zero  the  first  year  to  $9  million  in  the  second,  up  to 
$24  million  in  transaction  business  in  year  four.  In  September, 
1991,  I  staged  a  management  buyout  of  my  employer,  and  in  March 
of  1992,  I  consummated  that  transaction.  The  new  firm  was  enti- 
tled Bryant  Group  Companies,  Inc.  The  business  industry  I  was  in 
is  now  in  Dollins — primarily  because  of  the  real  estate  recession, 
the  double  dip  recession  I  like  to  call  it.  Primarily  I'm  now  in  the 
business  now  of  advising  and  avocation  on  the  issues  of  the  Com- 
munity Reinvestment  Act  and  other  empowerment  issues,  for  fi- 
nancial institutions  such  as  Southern  California  Savings,  American 
Savings,  First  Bank  of  Beverly  Hills,  First  State  Bank,  California 
Thrift  and  Loan,  communities  such  as  the  city  of  Los  Angeles  and 
to  a  limited  degree  other  communities  like  the  city  of  Lynwood,  on 
these  types  of  empowerment  initiatives.  I  am  also  in  several  other 
interests,  which  includes  real  estate  development. 

In  April  1992,  I  was  called  upon,  by  my  own  more  desire  and 
Reverend  Murray  and  Mayor  Bradley,  to  have  my  own  response  to 
what  happened  in  the  civil  unrest;  and  I  started  an  organization 
called  Operation  Hope.  The  short  version  of  Operation  Hope  was 
that  we  were  the  first  to  commit  funds  after  the  civil  unrest  to  re- 
build a  pharmacy  which  is  called  Handler's  Pharmacy  at  48th  and 
Western  in  inner-city  Los  Angeles,  which  was  a  consortium  of  nine 
lenders,  and  now  we  have  over  50  banks  committed  to  the  rebuild- 
ing and  revitalization  of  this  area. 

At  this  time,  I'd  like  to  proceed  with  my  comments.  April  29, 
1992  was  symptomatic  of  a  problem  brewing  in  most  all  of  Ameri- 
ca's inner  cities.  In  1965,  the  cap  blew.  In  1992,  the  cap  simply 
spilled  over  for  a  dangerous  and  eventful  moment.  The  problem 
still  exists. 

The  problem  is  not  confined  to  simply  an  issue  of  lack  of  jobs. 
Clearly,  this  is  a  contributing  factor,  but  far  from  the  only  fact. 
More  importantly,  there  has  been,  since  the  days  not  so  long  ago 
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when  the  African-Americans  were  first  allowed  to  vote.  No  system 
existed  for  tangible  buy-in  to  the  American  economic  ownership 
dream.  No  points  of  reasonable  entry  or  access  to  capital  or  main- 
stream corporate  opportunity  existed.  I  think  it's  important  to  note 
that  89  percent  of  all  the  assets  in  the  State  of  California  are 
owned  by  white  and  Anglo-Saxon,  or  people  of  white  descend — just 
leave  it  at  that  because  I  don't  have  a  more  accurate  breakdown. 
Less  than  1  percent  of  Califorina's  assets  are  owned  by  African- 
Americans.  I  think  that  dictates  how  the  pie  is  cut  and  who  cuts  it. 

Thus,  you  have  in  effect  redlined  inner  city  areas  which  are  now 
surrounded  by  prosperous  middle  class  American  communities.  As 
Reverend  Murray  of  First  A.M.E.  Church  would  say,  you  don't  care 
about  a  system  if  you  don't  have  a  stake  in  it.  Add  to  this  a  popu- 
lar mainstream  historical  opinion  of  African-Americans  as  not 
being  quite  good  enough.  It  is  obvious  that  African-Americans  have 
been  before  and  are  now,  players  in  the  business  game  in  America 
but  plajdng  on  an  uneven  and  often  unchecked  playing  field.  This 
is  where  you  can  be  so  valuable. 

Accepting  the  reality  of  an  unequal  playing  field,  many  African- 
Americans  with  resources  have  sought  to  combat  this  through  over- 
compensation— the  right  school  and  education,  the  right  clothes 
and  the  right  car,  the  right  neighborhood — which  in  many  cases 
has  had  the  result  of  draining  our  financial  resources,  impacting, 
often  negatively,  our  credit,  and  as  bankers  articulate  it,  our  debt 
to  income  ratio.  Add  to  this  the  absolute  fact  that  minorities  living 
in  inner  city  communities,  and  specifically  African-Americans, 
have  weathered  the  everyday  storms  of  life  in  this  country  without 
the  requisite  self  esteem. 

Additionally,  we've  had  little  to  no  access  to  sophisticated  finan- 
cial information  resources.  Why  is  it  that  mainstream  businesses 
tend  to  go  to  their  relationships  at  fancy  law  firms  and  accounting 
firms,  and  they  get  things  done,  and  we  end  up  talking  oftentimes 
to  very  well-meaning  individuals  in  Government  who  have  never 
been  in  business  themselves.  I  think  the  Government  should  be  a 
catalyst  and  a  facilitator,  but  clearly  not  the  answer  in  and  of 
itself.  The  private  sector  needs  to  talk  to  the  private  sector. 

In  this  country,  in  order  to  succeed,  especially  in  1993,  you  must 
believe  that  you  can.  Many  people  of  color  have  lost  hope  and  trust 
in  the  system.  Further,  they  feel  mismanaged  and  mishandled  by  a 
system  that  arguably  they  have  no  say  in,  and  for  this  sector  of  the 
economy,  things  seem  to  be  getting  worse.  In  these  economic  times, 
when  mainstream  America  has  a  headache,  believe  me,  minority 
America  has  pneumonia. 

Let  me  give  you  some  specifics,  both  issues  and  solutions.  Case  in 
point,  under  FIRREA,  which  is  the  Banking  Reform  Act,  I  believe 
of  1989  Mr.  Chairman,  passed  under  the  Bush  administration,  fi- 
nancial institutions  must  now  commit  twice  the  amount  of  capital 
for  commercial  loans  as  for  residential  loans.  This  makes  life  diffi- 
cult for  West  Side  developers  and  small  business  people,  but  has  a 
devastating  impact  on  our  inner  city  communities,  where  the  per- 
ception of  risk  is  much  higher  for  the  lender.  Adding  to  a  host  of 
other  problems  is  this  tangible  lack  of  incentive  to  lend  in  a  certain 
area.  In  other  words,  FIRREA  inadvertently  promotes  the  practice 
of  redlining  in  inner  city  communities.  We  need  to  replace  inten- 
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tional  or  unconscious  redlining  with  the  concept  of  zone  lending — a 
proposed  FIRREA  exemption  for  lenders  who  make  a  commitment 
to  lend  on  a  safe  and  sound  basis  in  Los  Angeles  and  other  inner 
city  communities. 

When  we  say  inner  city  or  minority  communities,  we  are  in 
effect  saying  underserved  communities  or  lesser  served  communi- 
ties. Not  only  do  these  areas  not  have  a  basket  of  financial  and  pro- 
fessional service  options  available  in  other  areas,  but  in  many 
cases,  they  do  not  have  the  basics.  What's  needed  at  this  point  is 
mutual  buy — in  from  the  mainstream  and  minority  community. 
Either  we  invest  now  through  empowerment,  capital  access,  and 
ownership,  or  we  will  definitely  pay  later  by  way  of  higher  taxes, 
more  police,  more  jails,  more  problems.  Empowerment  must  in- 
clude the  people  who  live  within  the  community,  and  they  must  be 
given  the  opportunity  to  own  something. 

It  starts  with  the  residents,  and  logically  should  move  from  there 
to  retail,  commercial,  and  business  ownership.  As  an  example,  in 
inner  city  Los  Angeles,  you  have  many  beautiful  and  well  main- 
tained residential  communities.  If  you  visit  them,  you'll  find  that 
they  look  very  much  like  suburban  communities.  They  answer  is 
ownership.  I  think  it's  very  interesting  in  the  civil  unrest  of  April 
29,  and  by  the  way,  in  the  city  of  L.A.  there  were  1,100  structures 
burned,  500  Have  been  rebuilt,  300  are  under  construction,  and  an- 
other 100  have  plans  for  rebuilding.  Those  are  facts  from  the  city 
of  Los  Angeles  Department  of  Building  and  Safety  that  3,000  Struc- 
tures in  L.A.  County  were  impacted.  Not  one  of  them  was  a  resi- 
dential structure.  I  think  there's  a  message  there. 

Two  blocks  away  from  many  of  these  inner  city  residential  com- 
munities are  decaying  retail  corridors.  Is  this  the  disease  without  a 
cure  or  simply  a  symptom  of  what  is  wrong?  During  the  civil 
unrest  of  April  29,  windows  were  painted  with  the  words  "black 
owned,"  when  most  cases,  in  reality,  it  was  black  leased  or  black 
rented.  This  is  an  interesting  point  inasmuch  as  minorities  had  less 
access  to  capital  to  acquire  properties  and  businesses,  and  in  inner 
city  communities,  the  primary  form  of  lending  is  asset-based  lend- 
ing. "If  it's  worth  a  $100,  I'll  give  you  $50." 

Asset-based  lending  in  a  community  where  the  average  net 
worth  of  African-Americans  is  $3,000  compared  with  over  $40,000 
for  the  rest  of  Americans.  But  these  communities  can  be  viable 
when  the  lenders  and  the  Government  rethink  their  traditional 
roles  and  approach.  African-Americans  alone  are  a  $300  billion  a 
year  consumer  spending  force,  the  ninth  largest  in  the  free  world. 
Over  25  percent  of  movie  tickets  are  purchased  by  an  African- 
American  consumer.  The  recent  data  from  several  lenders  show 
that  inner  city  Los  Angeles  loans  in  this  area,  primarily  consumer 
loans  and  residential  loans,  have  lower  delinquency  ratios  than 
their  mainstream  counterparts. 

I  cite  California  Thrift  &  Loan,  which  has  20  percent  of  their 
L.A.  County  loans  in  the  inner  city  community,  and  they  have  a 
lowered  delinquency  ratio  and  a  higher  pay  ratio  and  a  higher 
yield  than  in  other  areas.  American  Savings  Bank,  with  $17  billion 
in  assets,  their  most  profitable  branch  is  in  East  Los  Angeles.  The 
problem  loans  seem  to  start  over  a  quarter  of  a  million  dollars, 
with  residential  loans  and  low  to  moderate  income  areas  averaging 
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$1.5  percent  delinquency.  Irrespective  of  these  facts,  the  perception 
of  bad  loans  and  bad  business  within  minority  communities,  and 
specifically  African- Americans,  seem  to  be  just  as  ingrained  the 
feeling  as  the  hopelessness  and  indifference  within  minorities. 

In  the  short  term,  lenders  and  regulatory  agencies  can  change 
the  way  they  look  at  loans.  Increasingly,  the  solution  lies  in  public- 
private  partnerships  and  initiatives,  with  the  Federal  Government 
sending  the  right  signal  and  public  finance  programs  lowering  the 
perception  of  risk  by  providing  subordinated  capital  structures  that 
speak  to  their  mission  by  focusing  on  public  benefit  and  job  cre- 
ation. Lenders  can  write  loans  that  make  sense,  and  these  loans 
repay.  With  this  lower  perception  of  credit  risk  to  lenders  comes 
one,  a  lower  cost  of  capital  in  these  communities,  and  two,  in- 
creased capital  access.  With  increased  activity  by  lenders,  they  will 
begin  to  see  the  benefits  of  involvement,  namely  profit,  just  like 
grocery  stores  have  discovered,  and  I  would  cite  an  example.  In 
suburban  communities,  you  have  one  grocery  store  for  every  11,000 
residents.  In  exclusive  communities  like  the  Palisades  here  in  Cali- 
fornia, you  have  one  grocery  store  for  every  5,000  residents. 

In  inner  city  Los  Angeles,  you  have  75  grocery  stores  servicing 
2.5  million  people,  or  if  you  want  to  break  it  down  a  little  bit  more 
specifically,  one  grocery  store  for  every  30,000  to  50,000  people. 
Lower  competition,  higher  prices,  quality  is  horrible,  customer 
service  doesn't  exist,  and  so  on  and  so  forth,  and  the  jobs  not  cre- 
ated as  a  result  of  that.  Von's  in  Baldwin  Hills  Mall  is  an  example 
of  success  in  the  inner  city.  When  you're  going  to  the  airport,  if 
you  go  by  Baldwin  Hills  Mall,  this  is  an  example  of  one  of  the  high- 
est grossing  Von's  markets  in  the  Von's  chain.  It  was  not  impacted 
during  the  civil  unrest  of  1992. 

Soon  thereafter,  communities  begin  to  look  and  function  like 
communities  and  market  competition  is  the  newest  theme.  With  in- 
creased all  around  competition  and  access,  the  capital  prices  will 
come  down,  quality  and  service  will  improve,  and  jobs  will  be  cre- 
ated. It's  called  vested  interest.  With  a  move  toward  market  condi- 
tions, many  illegal  and  underground  opportunists  that  prey  on  un- 
derground and  underpowered  areas — there  are  700  liquor  stores  in 
inner  city  Los  Angeles  alone  before  the  civil  unrest,  more  than  in 
some  States — they  give  way  to  legitimate  and  less  costly  and  less 
risky  opportunities. 

Invest  now  or  pay  later.  We  all  have  a  vested  interest  in  making 
inner  city  and  minority  communities  work.  The  future  of  these 
communities,  like  the  history  of  this  country,  lies  in  small  business 
promotion.  Jobs,  opportunities,  ownership,  and  progress. 

In  conclusion,  Mr.  Chairman  and  members  of  the  committee,  I 
submit  for  further  detailed  research  and  consideration  the  follow- 
ing specific  proposals  for  increased  capital  access  in  distressed  com- 
munities. I'd  like  to  note  that  on  item  one,  I  am  actively  in  motion 
to  create  a  secondary  market,  and  I'd  be  glad  to  answer  your  ques- 
tions on  that  in  more  detail  later. 

First,  creation  of  a  secondary  market  for  portfolio  residential 
loans  that  qualify  under  CRA  in  target  underserved  communities. 
Right  now,  you  do  not  have  a  source  to  resell  these  loans  once  you 
originate  them. 
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Second,  development  of  a  Government  guarantee  or  credit  en- 
hanced securitization  market  for  small  business  loans. 

Third,  Government  supported  funding  for  the  administration  of 
community  based,  private  sector  loan  programs  such  as  Operation 
Hope,  the  RLA  expansion  loan  fund,  the  Renaissance  Program  at 
First  A.M.E  Church,  and  so  on  and  so  forth. 

Flexible  Government  supported  back  end  credit  enhancements, 
reserved  for  lenders  providing  credit  in  underserved  communities. 
This  is  a  very  important  point. 

Fourth,  proposal  and  passage  of  a  FIRREA  zone  lending  exemp- 
tion for  commercial  loans  in  underserved  communities  which  re- 
quires the  same  capital  from  financial  institutions  for  commercial 
loans  as  for  residential  loans,  reversing  the  disincentive. 

Fifth,  proposal  and  passage  of  a  FIRREA  amendment  or  new  leg- 
islation which  would  allow  financial  institutions  to  consider  non- 
traditional  credit,  i.e.,  telephone  bill,  utility  bill,  rent  credits,  and 
loans  from  small  finance  companies  that  do  not  report  to  TRW  or 
credit  agencies  unless  you  have  a  negative  rating,  and  also  alterna- 
tive income  sources  when  evaluating  loans  for  approval  in  under- 
served  markets. 

Sixth  and  finally.  Federal  enterprize  zone  legislation  with  a  pri- 
vate sector  paper  profit  incentive,  with  controls  to  assure  that  the 
eventual  savings  create  a  benefit  to  the  community  or  group  it  was 
designed  for,  to  compensate  for  a  perception  of  higher  risk  associat- 
ed with  the  inner  city. 

Mr.  Chairman,  committee,  I  rest  my  testimony. 

Chairman  Mfume.  Mr.  Bryant,  thank  you  very  much.  As  always, 
when  you're  here  before  this  committee,  you  provide  us  with  a  well 
thoughtout  set  of  circumstances  that  tend  to  be  both  provocative  as 
well  as  evocative,  because  it  gives  us  a  human  side  and  a  human 
sensitivity  to  many  of  the  statistics  that  we  have  all  too  often 
become  familiar  with.  I  appreciate  that,  and  your  testimony  will 
be,  as  you  know,  a  part  of  the  formal  record  in  total.  In  the  interest 
of  time  and  out  of  a  great  deal  of  respect  to  my  friend  and  col- 
league, Mr.  Tucker,  who  has  invited  us  here  today,  the  Chair  will 
yield  his  time  to  Mr.  Tucker  to  be  added  with  Mr.  Tucker's  time,  to 
be  followed  by  Mr.  Fields  of  Louisiana  and  Mr.  Hilliard  of  Ala- 
bama. Mr.  Tucker? 

Mr.  Fields.  If  the  gentleman  will  yield,  Mr.  Chairman,  I  yield  my 
time  to  Mr.  Tucker  as  well. 

Chairman  Mfume.  Mr.  Tucker? 

Mr.  Tucker.  Gentlemen,  I  thank  you  very  much  for  yielding,  and 
I  wanted  to  say  I  appreciate  your  participation  and  your  reception 
of  the  invitation  to  be  here.  But  in  the  interest  of  time,  I  will  also 
yield,  because  I  know  we've  been  here,  and  I'm  going  to  yield  my 
time  to  Mr.  Hilliard,  and  if  there's  any  time  left,  I  know  there  may 
be  one  or  two  questions,  Mr.  Chairman,  I  do  not  know,  but  I  yield 
my  time  at  this  point.  I  want  to  congratulate  you  on  a  very  stimu- 
lating and  very  informative  presentation  of  testimony,  Mr.  Bryant. 

Mr.  Hilliard.  Mr.  Chairman,  I  was  going  to  yield  my  time  to  Mr. 
Tucker,  and  I  was  going  to  do  so  because  I've  heard  him  before,  the 
speaker.  Not  only  have  I  heard  him  before,  but  he  embodies  my 
feeling  about  some  of  the  things  that  should  be  done  in  the  Afri- 
can-American community  and  in  the  general  business  community 


40 

in  order  to  save  American  and  save  our  inner  cities.  I'm  very  much 
in  accord  with  him.  The  only  questions  I  would  have,  I  would  like 
to  know  what  type  of  feedback  he  has  gotten  back  from  the  majori- 
ty community,  from  the  business  community.  I  understand  you  did 
say  that  you  were  able  to  get  some  of  them  to  participate  in  re- 
building here.  Maybe  you  want  to  explain  that  to  us. 

Mr.  Bryant.  There's  good  news  and  there's  bad  news.  The  good 
news  is  we've  got  50  banks,  and  we've  been  able  to  do  several 
projects.  The  bad  news,  it's  been  very,  very  difficult  to  structure 
these  transactions,  and  I  understand  why  most  people  don't  bother 
to  do  it.  You  can't  amortize  the  cost  of  the  time  you  invest  in  struc- 
turing these  transactions.  Additionally,  from  the  participant  stand- 
point, there  has  been  little  Federal  leadership  to  join  them,  and 
they  refuse  to  come  by  themselves.  They  are  tired  of  being  pio- 
neers. They  went  through  that.  They  will  only  follow  if  there  is  a 
clear  vehicle,  and  that  has  to  be  a  public  sector  joint  initiative.  I 
think  we're  beginning  to  move  in  that  direction. 

There  are  some  insincere  players,  but  I  am  encouraged  by  some 
real  initiatives  and  some  real  tangible  results  that  I've  seen  over 
the  last  year.  I  think  really  the  thing  that's  needed,  though,  are 
things  like  this  credit  enhancement  which  would  allow  a  lender  to 
have,  let's  say,  a  70  percent  loan  to  value  exposure  versus  an  85 
percent  loan  to  value  exposure  if  the  Government  created  a  vehicle 
that  created  a  15  percent  credit  guarantee.  I  think  you'd  see  a  lot 
more  activity. 

The  bottom  line  is  they  see  vested  interest.  They're  starting  to 
see  the  economics  of  the  inner  city.  You  can't  build  any  more  in 
Beverly  Hills.  You  can't  expand  any  more  in  the  Valley.  The 
middle  class  and  the  upper  class  are  all  filing  bankruptcy  and 
handing  back  the  keys  to  their  Ferarri's.  So,  they're  now  saying  I'd 
rather  make  10  loans  at  $10,000  than  one  loan  for  a  Ferarri  with 
the  Ferarri  I've  got  to  fight  the  attorney,  I've  got  to  protect  the  car 
once  I  get  it,  so  on  and  so  forth,  and  on  the  other  hand  they've 
found  that  there  is  a  certain  sense  of  self  esteem  in  these  minority 
communities.  When  someone  has  a  house  and  a  car,  they  take  care 
of  it,  and  they  pay  those  bills  first.  So,  they're  really  starting  to  see 
the  economics. 

The  bottom  line  with  this  is  it's  not  moral  suasion.  It's  a  return 
on  investment,  and  it's  business. 

Chairman  Mfume.  It's  business. 

Mr.  Bryant.  What  encourages  me  is  that  there  is  business  to  be 
done,  but  there  has  to  be  a  nontraditional  approach,  a  nonjaun- 
diced  view  toward  creating  these  solutions  in  the  inner  city.  So,  the 
short  answer,  sir,  is  yes,  but  they're  motivated  by  profit. 

Mr.  HiLLiARD.  How  many  guarantees  does  the  Government  have 
to  give  them  to  get  them  involved?  Of  those  50  banks  you  have, 
what  type  of  loans  are  they  participating  in,  those  that  are  guaran- 
teed by  the  SBA  or  those  guaranteed  by  some  State  agency,  or 
what  type  of  loan  are  they  participating  in? 

Mr.  Bryant.  This  all  boils  down  to  one  real  factor.  It's  called  per- 
ception of  risk  or  perception  of  leverage. 

Mr.  HiLLIARD.  OK. 

Mr.  Bryant.  Deals  that  will  not  fund,  let's  say  90  percent  loan  to 
value,  it's  worth  $100,  we  want  to  loan  at  $90.  They  will  fund  at  50 
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percent  loan  to  value  because  there's  a  much  lower  perception  of 
risk,  and  if  you  have  it  asset  secured,  you're  really  in  a  good  posi- 
tion. They're  also  concerned  about  their  regulators  coming  to  them 
and  classifying  those  loans.  So,  one  action,  a  credit  guarantee  or 
anything  designed  to  reduce  their  leverage  in  these  areas  that  are 
perceived  to  be  risky,  and  you  create  a  mass  inflow  of  capital.  We 
are  doing  loans  only  because  we  are  spreading  risk  amongst  the  50 
institutions,  that  you're  not  asking  one  institution  to  do  a  $500,000 
loan  that's  a  little  risky. 

Mr.  HiLLiARD.  Are  these  participating  loans? 

Mr.  Bryant.  Yes,  sir. 

Mr.  HiLUARD.  OK. 

Mr.  Bryant.  Five  loans  at  $100,000.  So,  if  someone's  asking  for 
$700,000,  we  may  counter  at  $500,000  participated  among  five  lend- 
ers, and  then  the  Mayor's  office  of  economic  development  or  the  de- 
velopment department  might  come  behind  us  for  $250,000.  The 
positive  thing  is  it  wouldn't  have  been  done  just  from  public 
money.  They  would  have  turned  it  down.  It  wouldn't  have  been 
done  just  with  private  money.  They  would  have  turned  them  down. 
But  because  of  the  initiative  of  working  together  and  spreading  the 
risk,  the  loan  gets  funded,  but  there's  a  lot  of  work  involved. 

Mr.  HiLLiARD.  Thank  you,  Mr.  Chairman. 

Chairman  Mfume.  Thank  you,  Mr.  Hilliard.  Mr.  Bryant,  since  so 
many  people  are  yielding  their  time,  the  Chair  is  going  to  reclaim 
a  couple  of  minutes  of  his  time  to  just  ask  on  particular  question 
after  making  a  brief  statement.  I'm  really  interested  in  knowing 
what  Operation  Hope  is  trying  to  do  to  form  coalitions  with  bank- 
ers in  order  to  lend  money  to  minority  communities.  Let  me  offer 
to  you,  though,  a  concept  that  many  of  us  are  trying  to  formulate 
in  Washington  with  respect  to  lending.  We  believe  that  this  percep- 
tion of  risk  that  you  talked  about  still  remains  a  tremendous  bar- 
rier for  individuals  based  on  his  color,  based  on  your  race,  and 
based  on  existing  stereotypes.  We  had  said  that  particularly  when 
you  are  dealing  with  loan  officers,  that  maybe  some  other  things 
ought  to  be  looked  at  instead  of  the  traditional  things  that  banks 
used  to  score  individuals. 

Rather  than  to  see  how  many  credit  cards  a  person  may  have 
and  how  they're  paying  off  their  credit  cards,  if  a  person  doesn't 
have  any  credit  cards,  they're  perceived  as  not  having  any  real 
good  credit.  Yet  at  the  same  time,  if  we  look  at  a  person's  rent 
record  and  see  if  they  pay  their  rent  every  month  on  time,  that 
that  ought  to  be  part  of  the  equation  to  supplant  or  to  supplement 
the  total  consideration,  that  you  just  can't  judge  everybody  by  the 
same  criteria  if,  in  fact,  that  criteria  tends  to  be  punitive  because 
those  individuals  may  be  at  a  different  status  in  life  or  living  in  a 
different  social  condition  or  have  a  different  social  history. 

This  notion  about  well,  person  A  doesn't  have  a  credit  history, 
and  yet  at  the  same  time,  person  A  may  not  have  any  judgments  or 
defaults  against  him  or  her,  ought  to  be  taken  into  consideration. 
As  I  mentioned  a  moment  ago,  looking  at  a  zip  code  instead  of  look- 
ing at  the  financial  stability  of  the  individual  to  try  to  ascertain 
real  or  perceived  risk,  are  things  that  are  very  important. 

I  have  communicated  to  the  White  House  recently  since  the 
President  announced  his  decision  to  move  toward  the  area  of  char- 
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acter  loans,  that  we've  got  to  be  very,  very  careful.  Now,  the  Presi- 
dent said  at  a  meeting  at  the  White  House  at  which  some  of  us 
were  present.  It  was  an  announcement  for  the  press.  He  was  doing 
a  number  of  things  to  stimulate  the  economy,  not  the  least  of 
which  would  be  to  start  encouraging  character  loans  again.  Well, 
character  loans  are  OK  if  we  judge  everybody's  character  the  same 
way,  but  I  think  you  know  and  I  know  that  this  perception  of  risk, 
and  the  stereotypes  that  exist,  mean  in  many  instances  that  even 
character  loans  can  be  punitive,  and  create  the  kind  of  relining 
that  Mr.  Fields  spoke  about  earlier. 

I  would  offer  those  things  for  your  consideration  and  to  share 
with  you  the  fact  that  many  of  us  are  concerned  equally  and  are 
considering  them  as  well  and  trying  to  move  forward  but  not  get 
caught  up  in  many  of  the  things  that  serve  to  tie  us  down  and  to 
prevent  us  from  being  fair  with  individuals  and  that  create  within 
us,  consciously  or  unconsciously,  a  system  that  perpetuates  the 
same  sort  of  stereotypes  and  redlining  and  problems  and  hurdles  if 
it  existed  too  long  in  this  country.  If  you  could  take  just  a  moment 
to  talk  about  how  you  see  it  and  what  you  try  to  do  with  Operation 
Hope  and  form  a  coalition  with  bankers  to  increase  lending,  I'd  ap- 
preciate it. 

Mr.  Bryant.  Thank  you,  Mr.  Chairman.  I'll  enlighten  you  and 
try  to  be  succinct.  One  comment  I'd  like  to  speak  to  is  the  comment 
you  just  made.  We  took  in  1992,  30  bankers  to  the  inner  city,  which 
was  the  impetus  for  forming  Operation  Hope,  sensitizing  them  to 
what  had  gone  on  at  the  civil  unrest.  In  May  of  this  year,  we  took 
170  bankers  and  U.S.  Secretary  of  Commerce,  Ron  Brown,  to  the 
inner  city,  to  focus  on  the  success  stories  that  happened  in  the 
inner  city.  It  was  amazing  the  responses  we  got  from  the  bankers. 
They  didn't  know  that  opportunities  like  this  existed.  Didn't  know 
it  wasn't  this  bad.  You  wouldn't  think  this  was  the  way  it  was  from 
the  media.  Didn't  know  that  you  had  commerce  bustling  here,  so 
on  and  so  forth.  Didn't  know  that  the  residential  communities  were 
as  beautiful  and  as  well  taken  care  of  as  my  community  and  so  on 
and  so  forth.  That  sensitizing  at  the  top,  the  CEO  level,  that  start- 
ed an  evolutionary  process,  and  it  will  take  a  couple  of  years,  but 
will  filter  through  that  organization. 

One  of  the  problems  is,  our  problem  is  very  hard  to  put  your 
hands  around,  but  you  have  the  power  of  impacting  this.  When  a 
loan  comes  in — this  is  factual,  when  a  loan  comes  in,  only  10  per- 
cent of  those  loans  purely  qualify  under  the  underwriting  criteria. 
Only  10  percent  of  those  loans  really  don't  qualify  without  question 
under  that  criteria.  This  is  cited  in  the  Boston  Federal  Reserve 
Bank  Report  that  was  done.  Fully  80  percent  of  the  loans  are  dis- 
cretionary decisions.  So,  that  means  that  if  you  believe  what  the 
person  is  telling  you  about  their  bankruptcy  and  it  was  associated 
with  their  wife  or  their  this  or  their  that,  if  you  want  to  believe 
their  credit  explanations,  if  you  want  to  believe,  then  you  go  up  or 
down  on  that  scale  in  that  80  percent. 

What  I  have  explored  with  a  couple  of  CEO's,  and  they  have  con- 
firmed, is  when  two  people  are  coming  in  to  you,  and  one  of  them 
is  white  and  another  person  is  a  person  of  color,  unconsciously 
many  loan  officers  will  default  the  positive  impression  on  the  Cau- 
casian borrower,  assume  that  what  they're  saying  is  true  and  cor- 
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rect,  and  take  the  position  of  let's  make  this  loan  work.  When  the 
African-American  borrower  comes  in,  for  some  reason  there  is  less 
motivation  to  make  that  loan  work  and  more  motivation  to  say 
well,  you've  got  a  bankruptcy,  three  credit  derrogs,  and  you  just 
don't  qualify. 

I  don't  know  the  solution.  That  is  a  very  real  problem,  and  again, 
I  cite  the  report  from  the  Boston  Federal  Reserve  Bank  Board 
report  that  I  really  would  encourage  you  to  review  in  that  regard. 
We  have  been  taking  the  specific  steps  to  not  only  lend,  but  also  to 
create  investment  funds,  an  equity  fund.  I'm  working  with  enter- 
tainers to  create  an  equity  fund.  This  is  not  a  give-away  program. 
We're  not  talking  about  handout.  We're  talking  about  a  hand. 
We're  saying  redirect  some  of  your  investment  portfolio  decisions. 
Take  20  percent  of  your  investment  portfolio  decision,  Motown  or 
Stevie  Wonder,  invest  in  minority  businesses,  those  that  pencil.  If 
it  doesn't  pencil,  you  don't  invest.  So,  it's  not  just  the  bankers.  Ev- 
erybody has  to  get  in  this  game.  We're  taking  steps.  Clearly,  I 
think,  Mr.  Chairman,  we  can  only  be  a  tap.  We're  too  small.  We 
don't  have  the  capital.  We  don't  have  the  people,  but  I  think  we 
can  be  a  role  model  for  what  can  be  done  if  the  private  sector  gets 
involved.  Thank  you. 

Chairman  Mfume.  Well,  thank  you  again,  Mr.  Bryant,  and  thank 
you  for  your  patience  this  morning  and  for  staying  here  with  us  as 
we  try  to  go  through  this  subject  together  before  this  committee. 
Mr.  Tucker  has  indicated  that  there  may  be  in  fact  some  desire  of 
others  to  participate.  The  Chair  will  exercise  its  prerogative  in  that 
regard  and  allow  for  that  to  occur,  and  we'll  yield  to  the  gentleman 
from  California  just  a  moment. 

Let  me  say  to  the  members  of  the  audience  that  there  is  a  con- 
current event  going  on  now  at  the  Hotel  Airport  in  which  several 
Members  will  have  to  be  off  to  shortly,  and  so  if  you  start  seeing 
people  disappear,  it's  not  because  they're  all  trying  to  go  eat  lunch 
around  the  corner,  but  they're  off  to  another  function.  I  would 
yield  to  our  colleague,  Mr.  Tucker,  who  has  invited  us  out  here,  to 
give  the  Chair  some  indication  as  to  who,  in  fact,  may  wish  to  sup- 
plement or  add  to  this  testimony. 

Mr.  Tucker.  Thank  you  very  much,  Mr.  Chairman.  Let  me  again 
applaud  you  for  a  courageous  and  visionary  leadership  in  bringing 
this  subcommittee  out  to  the  city  of  Compton.  I  know  our  friend, 
Mr.  Dayton  Watkins,  said  the  city  of  Los  Angeles,  but  let's  make 
this  very  clear.  This  is  the  city  of  Compton,  where  I  formerly 
served  as  mayor,  but  most  certainly  in  the  Los  Angeles  area,  and 
we're  most  certainly  concerned  with  these  problems  of  access  to 
capital  and  to  credit,  not  only  in  the  Los  Angeles  area  but  all  over 
this  country.  The  problems  are  pretty  much  uniform. 

Let  me  also  applaud  my  colleagues  for  some  very  lucid  and  some 
very  provocative  questions.  I  think  that  we  have  garnered  a  great 
deal  of  information  here  today  that  we  can  take  back  with  us,  not 
only  to  the  full  committee  but  also  to  Mr.  Bowles  at  the  SBA  and 
others  so  that  we  can  begin  to  look  immediately  at  policy  changes, 
and  this  is  so  compatible  with  the  purpose  of  why  we're  here  this 
weekend,  and  that  is  to  deal  with  public  policy,  and  this  is  how  I 
think  we're  going  to  see  great  gains,  not  only  made  within  the  SBA 
but  even  outside  with  organizations  like  Operation  Hope. 
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If  the  Chairman  does  have  to  leave,  I  will  understand.  I  know  we 
would  end  by  12,  and  there  is  a  luncheon  that  began  at  12,  so  we're 
already  late.  If  there  are  some  questions,  perhaps  we  can  take  10 
or  15  minutes  of  questions  from  the  audience,  but  if  the  Chairman 
does  have  to  leave,  please  let  me  know. 

Are  there  any  questions  from  the  audience  for  Mr.  Bryant  or  Mr. 
Watkins  or  anyone  else  from  the  SBA?  Yes,  sir,  come  down.  I  think 
that  microphone  is  on.  In  order  for  you  to  be  heard,  sir,  come  down 
to  this  microphone  right  here  at  the  table. 

Chairman  Mfume.  Would  you  please  also  give  us  your  name  for 
the  record,  please,  and  any  interest  that  you  might  be  represent- 
ing? 

Mr.  RiGGiNS.  My  name  is  Clark  Riggins,  and  pertaining  to  the 
amount  of  money  that  small  business  was  saying  that  they  would 
loan,  first  let  me  say  that  I'm  very  nervous.  I  have  never  had  the 
opportunity  to  speak  to  so  many  distinguished  young  men,  especial- 
ly Congressmen  and  others.  So,  I  appreciate  this  opportunity. 

Now,  in  speaking  of  amounts  of  money,  they  say  $10,000  to 
$25,000.  First,  I  have  borrowed  money  from  Small  Business,  and  in 
making  the  application,  this  was  back  in  '71,  they  offered  $25,000.  I 
reduced  it  to  $4,500  because  I  thought  I  could  do  what  I  needed  to 
do,  which  was  set  up  a  plant  and  a  cleaners.  I  did  it,  but  it  was  so 
much  work.  But  nowadays,  $10,000  to  $25,000  would  be  very  little 
money  to  help  to  go  into  a  business.  They  wouldn't  be  doing  a  thing 
but  hurting  themselves,  those  that  don't  know. 

Now,  there  are  other  businesses  that  you  could,  but  with  mine 
being  a  cleaners,  I'm  already  in  business.  I  got  a  cleaning  shop,  a 
plant,  but  I  would  like  to  get  some  more  machinery,  remodel  the 
place.  $10,000  Or  $20,000  wouldn't  touch  it.  The  cleaning  machine 
costs  that  much  or  more.  So,  they're  not  really  doing  too  much  to 
help  us,  and  especially  not  being  able  to  go  directly  to  Small  Busi- 
ness. There  are  some  minorities  or  Blacks  that  are  acquainted  with 
computers,  printers,  $10,000  wouldn't  touch  helping  them  to  get 
started.  If  you  got  a  building  that's  run  down  and  need  remodeling 
and  all  of  this,  $10,000  or  20,000  wouldn't.  Then  we  need  to  know 
at  what  percentage  would  the  interest  be  to  pay  back.  Didn't 
anyone  say.  They  said  it  was  a  fixed  rate,  but  they  didn't  say 
whether  it  would  be  13  percent,  6  or  8  percent,  or  whatnot.  We 
need  to  know  these  things. 

So,  it  should  be,  I  think,  to  be  as  it  once  was,  be  able  to  go  direct 
to  Small  Business  as  I've  heard  said  several  times,  and  not 
through — because  the  reason  I'm  saying  that  is  I'm  involved  in  an 
investment  now  which  have — I  put  in  a  few  thousand  into  it 

Mr.  Tucker.  Sir,  in  the  interest  of  time,  let  me  just  see  if  we  can 
get  a  response  to  some  of  the  questions.  You've  asked  some  very 
important  questions  up  to  this  point,  and  if  I  can,  let  me  see  if  we 
can  get  Mr.  Watkins  from  Small  Business  to  respond  to  you.  Is  that 
all  right? 

Mr.  Riggins.  Oh,  yes. 

Mr.  Tucker.  Mr.  Watkins,  if  you  could  come  to  the  microphone. 

Mr.  Watkins.  Thank  you  very  much.  Congressman  Tucker.  I  just 
want  to  just  add  a  couple  of  words.  First,  the  statistics  from  the 
Census  Bureau  have  indicated  to  us  that  50  percent  of  the  business- 
es started  in  America  can  be  started  with  $5,000.  Our  microloan 
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program  will  allow  a  startup  company  to  borrow  from  $100  to 
$25,000.  Now,  there  are  probably  industries  that  are  capital  inten- 
sive in  America  that  certainly  $25,000  is  not  enough  to  get  started 
with. 

Mr.  Tucker.  That's  just  one  program,  the  microloan  program. 
There  are  other  programs  that  are  available. 

Mr.  Watkins.  That's  right.  There  are  other  programs,  that 
through  the  7(a)  Program,  you  can  borrow  up  to  $750,000,  and  the 
interest  rate  that  banks  charge  is  up  to  2%  percent  over  the  prime 
rate  that's  being  charged  by  banks.  So,  the  rates,  it's  up  to,  it 
doesn't  necessarily  have  to  be  the  full  2%  percent  added  to  the 
prime,  but  certainly  banks  can  charge  up  to  that.  We  think  that 
the  interest  rates  are  competitive,  and  certainly  again  up  to 
$750,000  for  a  person  who  is  in  business. 

Mr.  Tucker.  Thank  you  very  much.  Mr.  Bryant? 

Mr.  Bryant.  Very  briefly,  you  mentioned  going  direct  to  the 
SBA.  There  is  one  area  that  I  am  very  disappointed  in  our  lenders. 
I  have  noticed  that  these  lenders  are  making  an  incredible  profit, 
citing  the  report  from  Bank  of  America  on  their  loans.  They're 
booking  the  loans  and  selling  them  to  what's  called  the  secondary 
market.  You  book  the  loan.  You  take  the  guarantee  for  80  percent. 
You've  got  20  percent  capital  at  risk.  You  take  a  loan  and  what's 
called  "blow  it  out  the  back  door."  You  sell  it  to  Wall  Street. 

They  are  not  taking  any  additional,  in  my  opinion,  they're  not 
taking  much  additional  discretionary  risk  or  comfort.  Even  though 
they  have  an  80-percent  guarantee,  they're  underwriting  the  loans 
just  like  they  underwrite  a  regular  loan.  A  gentleman  like  this  or 
other  should  have  some  means.  I  don't  want  to  create  competition 
for  the  banks,  but  they  should  have  some  means  to  be  able  to  go  in 
these  cases  to  the  SBA,  which  would  have  a  different  sensitivity 
than  that  bank.  The  banks  try  to  maintain  their  yield  and  some  of 
them  are  not  dealing  honestly  and  with  integrity  with  the  SBA 
Program.  They're  using  it  as  a  profit  center,  period.  Thank  you. 

Mr.  Tucker.  Thank  you  very  much  for  those  comments.  Are 
there  any  other  questions? 

Mr.  RiGGiNS.  No,  I'd  just  like  to  say  that  I've  been  6  months 
trying  to  get  another  loan  on  top  of  these  that  I  have,  and  it's  just 
been  impossible,  but  with  just  another  little  loan  with  a  product 
that  I  have  been  trying  to  get  on  the  market,  we  would  be  gone.  I 
mean,  we  would  get  over  and  it  would  be  sold.  In  fact,  it's  a  world- 
wide thing,  but  we  just  can't  get  enough  money  to  just  get  over  the 
hill.  If  I  can  hold  out  to  this  winter,  I  don't  think  I'll  need  any 
help,  but  holding  out  is  a  job.  I've  got  to  go  day  by  day. 

Mr.  Tucker.  Well,  sir,  I'm  going  to  defer  to  the  distinguished 
gentleman  from  Louisiana,  but  let  me  first  say,  sir,  that  I'm  happy 
that  you  came  and  made  us  aware  of  your  circumstances.  You've 
been  given  some  information,  but  more  than  information,  as  you 
say,  you  need  some  help.  One  of  the  things  that  this  committee  has 
been  very  conscientious  about  is  making  sure  that  the  people  who 
you  need  to  contact  are  here  on  a  grass  roots  level  where  you  can 
connect  with  them.  So,  after  this  hearing  is  over,  I  would  advise 
you  to  get  some  cards  and  to  get  some  direct  communication  with 
those  persons  so  that  you  can  get  some  direct  help. 

Mr.  RiGGiNS.  Thank  you. 


46 

Mr.  Tucker.  Mr.  Fields? 

Mr.  Fields.  You  basically  said  what  I  wanted  to  say,  Mr.  Chair- 
man. The  SBA  administrator  here  and  the 

Mr.  Tucker.  District  director. 

Mr.  Fields.  District  director.  What's  his — I  forgot. 

Mr.  Tucker.  Mr.  Lee. 

Mr.  Fields.  Mr.  Lee,  why  don't  you  hook  up  with  this  gentleman 
now,  Mr.  Lee,  when  he  walks  to  the  back  and  see  if  you  can  help 
him. 

Mr.  Mantle.  I  was  planning  to. 

Mr.  Tucker.  All  right,  thank  you  very  much.  Any  more  ques- 
tions? Yes?  For  the  record,  please  identify  yourselves  and  any  asso- 
ciations. 

Mr.  IvERSON.  My  name  is  Tim  Iverson.  I  work  for  the  city  of 
Compton.  I'm  the  director  of  economic  and  management  services. 
In  addition  to  that,  I  have  a  responsibility  for  the  management  and 
operation  of  the  city's  business  assistance  center  that's  in  the  city. 
I  would  like  to  first  thank  this  committee  for  this  meeting  today 
and,  of  course.  Congressman  Tucker,  knowing  that  you  were  very 
influential  in  making  sure  that  it  happened  here  in  Compton.  Let 
me  say  that  that's  very  important  and  significant  to  us  because  we 
work  with  the  SBA.  We  work  with  as  many  banks  as  we  can  that 
would  want  to  work  with  us  in  terms  of  making  available  certain 
capital  for  the  Compton  community.  That  needs  to  be  worked,  and 
I  think  your  questions,  your  insight,  and  your  statements  were 
right  on  target,  as  if  you  were  operating  the  business  today. 

What  we  have  tried  to  do  in  the  city  of  Compton,  we  do  have  a 
small  loan  program  here,  and  we  have  tried  to  diversify  the  regula- 
tions to  allow  for  certain  businesses  to  acquire  capital  through  dif- 
ferent methods.  It  hasn't  worked  within  SBA.  They're  good  in 
terms  of  coming  down  and  talking  with  us  and  counseling,  but  ac- 
cessing capital  from  them  has  been  a  little  bit  difficult.  We  have 
acquired  dollars  from  HUD  and  also  from  the  Economic  Develop- 
ment Administration.  Combined,  it's  about  $600,000.  Those  regula- 
tions, particularly  with  EBA,  have  restricted  many  individuals 
from  participating  because  of  the  match  requirement.  The  funds 
that  we're  using  from  HUD  have  allowed  us  to  do  various  things. 
We're  not  so  concerned  about  credit,  but  we  don't  give  away 
money.  We  ask  that  you  do  come  in  and  speak  with  us,  and  we 
might  be  able  to  help  you  out  in  doing  that. 

We  have  established  more  than  a  loan  program,  but  technical  as- 
sistance services.  We  will  talk  to  you  about  the  kind  of  product 
that  you're  going  to  have,  the  amount  of  money  that  you  need,  and 
those  kinds  of  things.  My  business  manager  is  here,  and  he  can  get 
into  more  detail  if  that  need  be,  but  I  just  wanted  to  give  you  an 
overview  and  also  a  commercial  to  our  Compton  community,  that 
we  do  have  these  services  going  on.  I  heard  the  name  Carla  Dartis 
mentioned  about  having  some  services  in  Compton.  Well,  that's  not 
so  true.  That's  the  city  of  Compton,  and  she  doesn't  work  for  the 
city  of  Compton.  We  do,  and  we  do  have  a  business  center  that's 
located  at  307  Tamarind,  and  it's  open  from  nine  to  five  daily,  and 
you  can  come  in  to  receive  services. 

I  do  want  to  thank  you  again  for  being  here,  and  that  these  are 
some  real  critical  issues.  Last  year  when  we  had  the  unrest  here  in 
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the  city,  they  talk  about  damages.  Well,  the  city  of  Compton  is  10.4 
square  miles,  and  received  $100  million  worth  of  damage.  The  122 
Buildings  and  businesses  were,  in  fact,  affected.  They  instantly  put 
what  they  considered  a  DAC  center,  a  disaster  assistance  center,  in 
Compton  to  help  these  businesses.  Well,  there  wasn't  a  lot  of  help 
being  given  because  the  people  did  not  qualify,  what  they  said. 
Also,  they  would  send  them  back  with  a  pound  of  paperwork  to 
have  them  completed,  and  that  was  very  difficult  for  them  to  do. 

Well,  we  learned  from  that.  We  proceeded  on  with  developing 
our  business  center,  and  not  only  do  we  help  you  in  terms  of  trying 
to  make  you  qualify  for  a  loan,  but  we  help  you  in  terms  of  packag- 
ing a  loan,  not  for  us,  but  for  other  institutions.  So,  it's  important 
that  we  look  at  this,  the  criteria  for  getting  the  loan.  Of  course,  it's 
outdated,  and  many  times  we  ask  for  collateral  because  that's 
what's  required,  but  our  business  is  not  taking  you  home  or  taking 
whatever  you  put  up  as  collateral.  It's  making  the  deal  work,  and  I 
think  we  should  look  more  at  that  than  trying  to  ask  what  do  you 
have  to  give  me  for  what  I'm  going  to  give  you. 

So,  I  do  invite  the  Compton  community  to  come  and  visit  our 
center,  to  come  and  see  what  we  have  here,  and  I  do  caution  and 
do  want  the  Small  Business  Administration,  the  Bank  of  America 
and  other  business  institutions  to  get  together  because  in  the  dis- 
cussion that  was  going  up  today,  it  seemed  like  Bank  of  America 
w£is  trying  to  ask  SBA  to  be  more  up  front  in  terms  of  what  they 
could  do,  and  it  seemed  to  be  the  reverse.  I  think  that  SBA  should 
be  more  considerate  in  the  kinds  of  programs  that  they  have,  and 
they  should  deal  with  direct  funding  themselves.  Of  course.  Bank 
of  America,  all  their  programs  are  of  other  people's  money,  and  it 
should  be  their  own  money,  and  they  should  stand  behind  that,  and 
stand  behind  the  kind  of  criteria  that  you  set  up. 

We've  even  done  this  because  we've  tested  that.  Individuals  have 
come  to  our  shop,  and  there's  been  programs  that  they've  listed 
that's  out  there.  Well,  they've  gone  there  and  found  out  that  no  de- 
cisions are  made  locally.  It's  all  downtown.  Well,  people  can't  go 
down  on  Wilshire,  for  those  of  you  who  are  familiar  with  the 
Compton  area,  you  can't  go  down  Wilshire  all  the  time  to  try  to  get 
some  kind  of  assistance  they  could  get  over  the  phone.  That's  why 
we  have  our  business  center  here,  and  we  encourage  you  to  come 
in.  We  have  an  office  for  you,  and  you're  welcome  to  come  there 
and  carry  on  your  business  right  here  in  Compton. 

I  want  to  thank  you  very  much. 

Mr.  Tucker.  Thank  you  very  much,  Mr.  Iverson,  for  those  very 
enlightened  comments.  As  you  say,  the  access  is  there,  particularly 
with  that  center  relocated  within  the  transit  center,  which  is  right 
there  where  the  blue  line  is.  If  people  don't  have  other  means  of 
transportation,  they  can  get  on  the  blue  line  and  have  access  to 
you. 

Mr.  Jefferson.  My  name  is  Vladimir  Jefferson,  and  I  work  for 
the  city  of  Compton  under  the  economic  grants  and  management 
services.  I  have  a  few  comments  relative  to  this  hearing,  and  one  of 
the  things  that  hit  me  was  the  need  for  the  creation  of  additional 
types  of  capital  for  small  businesses.  I  think  that  we're  now  in  an 
environment  of  new  paradigm,  a  new  way  of  looking  at  businesses, 
and  I  think  that  we  can  no  longer  look  at  businesses  the  way  we 
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looked  at  businesses  before  in  terms  of  credit  criteria.  So,  I  think 
the  overall  theme  must  be  continually  considered,  as  how  are  we 
going  to  look  at  businesses  in  terms  of  credit  criteria. 

The  old  way  of  looking  at  certain  types  of  components  of  credit 
criteria  no  longer  are  going  to  work  if  we're  going  to  look  at  eco- 
nomic empowerment  among  minority  persons  to  establish  minority 
enterprises  or  business  enterprises.  So,  I  think  it's  very  much  nec- 
essary that  we  look  at  the  credit  criteria,  as  Mr.  Bryant  was 
saying,  differently,  because  we  cannot  increase  the  number  of  busi- 
nesses or  provide  the  access  of  capital  if  we  continue  to  look  at  old 
ways  that  are  not  working  now. 

One  of  the  other  things  is,  there's  a  very  much  need  to  have 
some  type  of  secondary  market.  I  agree  with  Mr.  Bryant  and  others 
that  have  been  here,  that  there's  a  need  to  develop  some  type  of 
equity,  access  to  equity  capital,  investment  capital  versus  loan  cap- 
ital. There  must  be  a  balance  between  equity  capital  and  loan  cap- 
ital. 

Another  issue  is  that,  as  Mr.  Iverson  mentioned,  they  talked 
about  SBA,  which  has  done  a  lot,  but  I  think  we  must  look  at  other 
lending  institutions,  how  much  money  are  they  bringing?  Now,  as 
Tim  was  saying,  a  lot  of  these  banks  are  allocating  moneys  from 
the  Small  Business  Administration,  but  now  how  much  money  are 
they  bringing  and  providing  and  putting  into  the  communities?  So, 
we  need  investment  by  local  institutions. 

One  of  the  other  issues  I'd  like  to  speak  to  about  SBA,  and  that 
is  they  have  the  SBA  business  information  center.  Now,  that  busi- 
ness information  center  is  located  in  Wilshire.  I  understand  that 
we  have  a  center  here  in  the  city  of  Compton,  but  how  accessible  is 
their  information  center  to  areas  of  South  Central  Los  Angeles,  to 
the  Crenshaw  area,  to  other  areas?  So,  I  would  encourage  the 
Small  Business  Administration  to  look  at  other  banks  or  business 
information  centers  around  the  area,  so  that  they  will  have  access 
to  information  and  counseling  as  well.  Thank  you. 

Mr.  Tucker.  Some  very  good  points,  indeed,  Vladimir.  We're 
going  to  have  to  take  just  one  more  question  because  we're  very, 
very  late  for  this  other  engagement.  So,  this  will  be  the  last. 

Ms.  Spellman.  All  right,  just  very  briefly. 

Mr.  Tucker.  Thank  you. 

Ms.  Spellman.  Very  briefly,  I  want  to  appreciate  our  Congress- 
man for  coming  down  to  Compton  to  see  us.  I  saw  him  go  to  Wash- 
ington, and  I  knew  that  he  was  going  to  do  something  good  for  us. 
He's  still  concerned.  I'm  a  small  business  person.  I've  talked  to  him 
while  he  was  here,  and  I'm  still  talking  for  the  small,  small  people. 

Mr.  Tucker.  Give  them  your  name. 

Ms.  Spellman.  My  name  is  Essie  Spellman.  I'm  a  nonprofit  orga- 
nization. I  work  with  alcohol  and  drug  recovery,  homeless  people, 
and  we  are  in  need  of  housing,  some  type  of  home  for  the  homeless, 
and  I've  been  trying  to  do  that.  I've  done  it  out  of  my  pocket  for 
years.  I  heard  the  gentleman  from  the  Foundation  of  Hope,  Mr. 
Bryant,  was  saying  that  we  were  standing  out  with  signs  saying 
Black  only  to  keep  them  from  burning  down  our  buildings.  It 
seemed  that  the  people  who  buildings  was  burned  down,  they're 
building  them  back,  but  we  had  nothing  in  there.  We  didn't  have 
but  two  potatoes  in  the  first  place,  and  we  still  don't  have  but  two 
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potatoes  because  we  can't  borrow  any  money.  If  they  had  burned  it 
down,  they  might  have  built  ours  back. 

We  feel  very  hurt  about  not  being  able  to  borrow  any  money  be- 
cause we  don't  have  a  lot  of  collateral.  I  have  a  home,  but  I  don't 
want  to  put  it  up,  and  they  take  that  away  from  me.  Then  I  won't 
have  anything.  So,  nobody  is  really  helping  us.  They're  not  giving 
us  any  input.  We  need  too  much  in  order  to  get  nothing.  The  Bank 
of  America  says  they're  lending  to  women.  I've  been  in  the  Bank  of 
America.  I've  been  there  for  25  years,  and  they  won't  loan  me  any 
money  to  even  buy  a  car.  So,  you  know  they're  not  going  to  let  me 
have  anything  for  business. 

So,  I  just  wish  you  will  continue  to  be  thoughtful  of  us,  keep  us 
in  your  mind,  and  whatever  you're  doing  as  far  as  the  money  is 
concerned,  think  about  the  homeless,  the  people  who  don't  have 
anything.  We  need  to  be  able,  the  little  that  we  have,  that  we 
invest  a  little  in  order  to  do  better. 

Mr.  Tucker.  Ms.  Spellman,  we  thank  you,  because  those  are  very 
honest  comments,  and  let  me  say  that  you're  exactly  right.  Over  a 
year  ago,  we  had  the  rebellion  starting  on  April  29.  People  thought 
that  it  was  about  Rodney  King  and  just  about  criminal  injustice, 
but  what  we  really  find  out  is  that  it's  about  economic  injustice. 

Ms.  Spellman.  That's  right. 

Mr.  Tucker.  Statistics  will  show  you,  even  if  the  city  of  Compton 
that  had  over  $100  million  worth  of  property  damage,  that  the 
lion's  share  of  that  property  damage  related  to  businesses  that 
were  not  owned  by  African-Americans,  and  it  did  not  have  a  great 
deal  to  do  with  the  signs  that  said  Black  owned.  It  had  to  do  with 
the  frustration  of  people  who  were  lashing  out  and  lunging  out  at 
people  who  they  believe  had  been  given  access  to  capital  and  credit 
while  they  did  not  even  live  in  that  community,  but  worked  in  that 
community,  and  those  who  find  themselves  to  be  the  residents  and 
the  citizens  of  a  particular  community,  whether  it  be  Compton  or 
wherever,  and  don't  have  that  opportunity  to  have  access  to  capital 
and  the  credit  were  very,  very  frustrated,  and  in  that  particular  in- 
stance, many  of  them  lunged  out  in  anger  and  in  frustration.  So, 
you're  exactly  right.  These  problems  are  still  persisting,  as  Mr. 
Bryant  indicated. 

Then,  of  course  I'm  not  trying  to  pick  on  any  financial  institu- 
tion, but  as  we  have  what  they  euphemistically  call  restructuring, 
which  really  means  downsizing  of  companies,  and  particularly  a 
case  in  point  would  be  the  situation  with  Security  Pacific  and  Bank 
of  America.  We've  been  trying  to  work  through  those  issues,  how 
we  can  still  not  only  have  access  to  capital  and  credit,  but  even 
have  access  to  banks,  because  many  banks  have  closed  down  within 
the  city  of  Compton.  I  see  Melinda  Fitten  here  from  Bank  America, 
and  I  know  she's  been  working  with  us  on  these  issues,  too. 

We've  been  working  to  make  sure  that  we  provide  a  connection 
between  the  Founders  Bank  and  Family  Savings,  but  as  you  say, 
there  has  to  be  more  done  so  that  major  institutions,  as  Mr.  Jeffer- 
son was  saying,  can  step  up  to  the  plate  in  addition  to  the  SBA  and 
to  undertake  and  to  accept  their  responsibility  to  realize,  as  Mr. 
Bryant  was  saying,  that  it  is  a  question  of  a  vested  interest,  that  if 
we  lower  the  risk  taking  and  the  perception  of  risk  in  our  commu- 
nity, then  it's  a  win-win  situation  for  everybody.  If  you  can  succeed 
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in  your  business,  which  is  a  business  that  prevents  alcoholism,  a 
business  that  prevents  the  deterioration  of  the  moral  fiber  of  this 
community,  then  we  don't  have  to  worry  so  much  about  people  ri- 
oting and  having  violence  and  wife  beating  and  all  these  things  be- 
cause we  have  increased  the  health  care  and  spiritual  care  of  a 
community,  and  that  translates  into  why  these  good  people  are 
here  with  the  Small  Business  organization  as  well  as  with  Oper- 
ation Hope.  Please  make  sure  that  you  talk  with  them.  Of  course, 
you  can  always  speak  with  my  office,  too. 

At  this  time 

Ms.  Spellman.  Then  I  just  wanted  to  let  you  know  that  Mr.  Hil- 
liard,  our  Congressperson,  is  from  my  home  town.  He's  from  Ala- 
bama. 

Mr.  Tucker.  Is  he  really? 

Ms.  Spellman.  I  helped  raise  him. 

Mr.  Tucker.  You're  kidding  me.  From  Birmingham? 

Ms.  Spellman.  I've  got  his  card. 

Mr.  Tucker.  From  Birmingham? 

Ms.  Spellman.  From  Alabama. 

Mr.  Tucker.  All  right.  At  this  time,  it  gives  me  great  pleasure  on 
behalf  of  the  distinguished  Chairman  of  the  subcommittee  on  Mi- 
nority Enterprise,  Finance  and  Urban  Development,  as  well  as,  of 
course,  the  distinguished  Chairman  of  the  Black  Caucus,  to  call 
this  particular  hearing,  the  investigation  of  the  issues  of  lack  of 
access  to  capital  and  credit  in  distressed  communities,  to  a  close. 
Before  I  do  that,  I  want  to  thank  all  of  the  participants  from  the 
SBA,  my  panel  from  the  B  of  A,  of  course  Mr.  John  Bryant  from 
Operation  Hope,  the  staff  director,  Bruce  Gamble,  and  of  course, 
our  distinguished  Members  Mr.  Cleo  Fields,  our  distinguished 
Member  of  Congress  from  Louisiana  and  Mr.  Earl  Hilliard  from 
Alabama. 

We  bring  this  meeting  to  a  close,  but  only  that  it  will  lead  to 
some  very  promising  and  very  profitable  information  and  resolu- 
tions of  policy,  new  policy  and  a  new  day  and  a  new  direction  with 
SBA  and  for  access  to  capital  credit  in  our  communities.  Thank 
you  so  much,  and  this  hearing  is  formally  adjourned. 

[Whereupon,  at  12:38  p.m.,  the  hearing  was  adjourned,  subject  to 
the  call  of  the  Chair.] 
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The  Honorable  Kweisi  Mfume 
Chairman 

Subcommittee  on  Minority  Enterprise, 
Finance  and  Urban  Development 

Hearing  on 
Access  to  Credit  in  "Distressed"  Communities 

June  25,  1993 

Good  morning  members  of  the  Subcommittee,  distinguished 
guests,  ladies  and  gentlemen.  I  am  pleased  to  welcome  you  to  the 
first  hearing  of  the  Small  Business  Subcommittee  on  Minority 
Enterprise,  Finance  and  Urban  Development  conducted  outside  the 
sterile  confines  of  Capitol  Hill.  I  am  equally  pleased  that  our 
first  field  hearing  has  been  convened  in  the  37th  Congressional 
District  of  California.  A  district  now  represented  by  the  former 
Mayor  of  Compton,  my  colleague  and  friend  Walter  E.  Tucker,  III. 

Although  Walter  is  serving  his  first  term  in  Congress,  he  has 
already  demonstrated  leadership  and  a  tenacious  commitment  to  work 
toward  solutions  to  the  critical  problems  confronting  urban 
America,  that  will  serve  him,  and  his  constituents  well  for  years 
to  come. 

Today's  hearing  will  focus  on  concerted  efforts  by  the  Small 
Business  Administration,  and  private  lending  institutions,  to 
provide  credit  to  economically  distressed  communities  through  loans 
to  small  and  minority  businesses,  and  through  other  innovative 
methods  utilizing  public  and  private  sector  resources. 

Small  business  development  is  central  to  the  recovery  and 
sustained  growth  of  the  U.S.  economy.  Minority  business 
development  is  essential  for  economic  revitalization  of  inner  city 
communities  where  crime  is  commonplace  and  unemployment  levels 
continue  on  an  upward  trend.  Given  that  a  majority  of  residents  in 
urban  America  tend  to  be  members  of  ethnic  minority  groups,  the 
persistent  negative  stereotyping  and  racial  barriers  further 
hinders  social  and  economic  progress. 

It  has  been  estimated  that  small  businesses  provide  two  thirds 
of  all  new  jobs  in  this  country  and  firms  with  fewer  than  20 
employees  contribute  most  of  the  employment  opportunities.  As 
large  firms  reduce  and  restructure  their  workforce,  the  role  and 
importance  of  small  and  minority-owned  business  becomes  even  more 
critical. 
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This  realization  makes  the  issue  before  our  subcommittee  today 
fundamentally  important  to  all  citizens  of  this  country.  Without 
access  to  capital,  small  and  minority-owned  business  concerns 
cannot  grow,  expand,  or  provide  employment  opportunities  that  inner 
city  residents  so  desperately  need.  As  Chairman  of  this 
subcommittee,  I  am  deeply  committed  to  ensuring  that  Federal 
policies  promote  the  formation  and  development  of  minority  business 
in  our  major  cities  which  ultimately  fosters  domestic  tranquility. 

I  have  long  been  concerned  about  the  availability  of  credit  to 
the  minority  business  marketplace.  This  Subcommittee's 
jurisdiction  requires  that  we  focus  particular  attention  on  this 
issue,  because  it  largely  determines  the  ability  of  minority  firms 
to  grow  and  prosper. 

It  has  been  demonstrated  that  minority-owned  businesses 
confront  more  obstacles  in  obtaining  capital  than  small  non- 
minority  businesses  in  general.  Some  have  suggested  that  the 
disparity  in  the  total  number  of  minority-owned  businesses  as 
compared  to  the  overall  minority  population  is  creating  societal 
problems  affecting  families,  neighborhoods,  unemployment,  crime  and 
the  general  welfare  of  our  cities  and  the  nation  as  a  whole. 

While  the  United  States  has  spent  over  two  years  in  a  slow 
economic  recovery,  the  minority  business  community  has  been,  and 
continues  to  be,  plagued  by  a  chronic  and  debilitating  capital 
crisis.  Although  there  has  been  much  rhetoric  tossed  about, 
particularly  following  the  civil  unrest  which  occurred  here  last 
year,  the  problem  continues  unaddressed  in  any  realistic  way  in 
urban  and  rural  communities  all  across  this  country. 

I  have  heard  first  hand  concerns  of  minority-owned  businesses 
that  both  equity  and  debt  capital  are  in  short  supply.  When  debt 
capital  is  made  available,  it  is  relatively  more  costly  to  this 
segment  of  the  business  community  in  contrast  to  the  experience  of 
non-minority  business  owners. 

In  its  1992  report  to  Congress  and  the  President,  the  U.S. 
Commission  on  Minority  Business  Development  stated  that  "minority 
businesses  which  historically  start  out  undercapitalized  quite 
often  find  it  next  to  impossible  to  secure  financial  assistance  to 
grow  and  expand  their  companies."  Moreover,  "access  to  capital  and 
credit  for  minorities  in  business  is  at  the  heart  of  resolving  many 
problems  in  america,  economic  and  social." 

It  would  be  unreasonable  to  suggest  that  as  a  result  of  the 
testimony  we  receive  today,  members  of  this  subcommittee  will  be 
prepared  develop  comprehensive  strategies  to  address  the  many  ills 
facing  our  communities.  We  are  committed,  however,  to  focus  the 
attention  of  the  Congress,  the  Executive  Branch,  and  the  entire 
business  community,  on  the  economic  development  needs  in  our  urban 
centers,  and  to  propose  solutions  that  are  meaningful  and  desirable 
for  all  concerned. 
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Today,  we  will  hear  from  a  senior  official  from  the  U.S.  Small 
Business  Administration  who  will  give  us  an  overview  of  available 
programs  that  promote  small  business  development.  He  will  also 
share  with  the  measures  taken  by  SBA  in  response  to  the  unique 
needs  of  the  Los  Angeles  small  business  community. 

We  will  also  hear  from  local  private  lending  institutions,  who 
have  been  widely  recognized  as  being  in  the  vanguard  of  providing 
credit  to  underserved  communities  in  Los  Angeles. 

Finally,  we  will  hear  from  a  local  entrepreneur  and  civic 
leader,  who  will  share  his  personal  experiences  in  developing 
unique  coalitions  to  revitalize  communities  throughout  Los  Angeles 
county. 
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Mr.  Chairman  and  distinguished  members  of  the  subcommittee: 

I  am  Dayton  Watkins,  Counselor  to  the  Administrator  of  the  United 
States  Small  Business  Administration  (SBA) .   Our  Administrator, 
Erskine  Bowles,  regrets  that  other  commitments  have  intervened, 
and  has  asked  me  to  represent  him  and  the  Small  Business 
Administration  before  you  here  today.   I  am  joined  by  our  Los 
Angeles  District  Director,  Mike  Lee. 

Mr.  Chairman,  this  year  marks  the  fortieth  anniversary  of  the 
founding  of  the  U.S.  Small  Business  Administration  (SBA) . 
Throughout  the  history  of  this  agency  we  have  promoted  growth  and 
progress  within  the  minority  business  community  through  a  variety 
of  programs.   I  am  very  proud  to  be  part  of  a  government  agency 
that  has  done  so  much  in  this  regard. 
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This  distinguished  record  of  achievement  continues  today.   The 
Clinton  Administration  is  committed  to  strengthening  the 
initiatives  we  have  available  for  the  minority  business 
community.   President  Clinton  understands  that  it  is  not  only 
right  to  take  this  course,  but  that  it  is  in  the  best  interests 
of  our  country  to  make  sure  every  American  has  the  opportunity  to 
contribute  the  full  extent  of  their  talents. 

One  of  the  ways  we  promote  this  business  development,  Mr. 
Chairman,  is  through  our  well-used  loan  guarantee  programs,  which 
I  would  like  to  review  briefly  for  you  this  morning. 


FINANCIAL  ASSISTANCE 

The  first  is  the  7(a)  Loan  Guarantee  Program.   Loans  through  this 
program  are  made  by  private  lenders,  usually  banks,  and  are 
guaranteed  up  to  90  percent  by  the  SBA.   On  loans  exceeding 
$155,000  the  maximum  guarantee  is  85  percent.   SBA  can  generally 
guarantee  up  to  $750,000  of  a  private  sector  loan.   These  loans 
can  be  used  for  working  capital,  machinery,  equipment,  land  and 
buildings. 

The  7(a)  program  helps  the  lender  make  loans  that  do  not  fit 
under  normal  bank  rules  and  is  particularly  helpful  in  cases 
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where  the  business  is  a  startup,  the  loan  has  a  long  maturity,  or 
there  is  a  concern  about  the  sufficiency  of  collateral. 

The  lender  must  affirm  that  it  would  not  make  the  loan  without 
the  SBA  guarantee,  and  under  our  quality  lending  criteria,  the 
business  must  demonstrate  to  SBA's  satisfaction  that  it  can  repay 
the  loan  from  the  cash  flow  of  the  business. 

The  following  is  a  breakdown  of  Los  Angeles  county  by  minority 
group  based  on  the  number  of  loans  approved  thus  far  in  1993: 

African-American  3.9% 

Puerto  Rican  0.4% 

Hispanic  10.0% 

Asian  28.3% 

Mr.  Chairman,  as  you  may  know,  SBA's  7(a)  loan  funds  have  been 
exhausted  since  April  27,  1993.   A  supplemental  appropriations 
bill,  H.R.  2118,  that  includes  funds  to  reopen  the  program,  has 
passed  both  the  House  and  the  Senate.   It  is  awaiting  action  in  a 
conference  committee. 

A  second  loan  program  administered  by  the  SBA  is  the  Certified 
Development  Company  Loan  Program,  or  504  program,  which  provides 
permanent  fixed  rate  financing  for  businesses  needing  to  acquire 
industrial  or  commercial  buildings,  and  for  those  wishing  to  buy 
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machinery  and  equipment.   Under  this  program  a  bank  or  other 
private  lender  provides  50  percent  of  the  project  cost,  and  takes 
a  first  lien  position.   Forty  percent  of  the  project  is  financed 
by  an  SBA  guaranteed  debenture  and  has  a  second  lien  position. 
The  small  business  itself  finances  the  remaining  10  percent. 

A  network  of  4  00  Certified  Development  Companies  serves  as  the 
program's  foundation.   They  are  non-profit  organizations 
sponsored  by  private  interests  and  by  state  or  local  governments. 
These  CDC's  organize  the  financial  package  and  process,  close  and 
service  the  loans. 

The  Los  Angeles  District  office  generally  leads  the  nation  in 
loan  guarantee  approvals.   In  FY  1992,  SBA  approved  1,035 
business  loans  in  Los  Angeles  County  for  $411.2  million.   This 
total  includes  both  7(a)  and  504  loans.   Ninety-four  loans  were 
made  to  women-owned  businesses  for  $37  million.   Four  hundred 
fifty-one  loans  were  approved  for  minority  owned  businesses  for 
$167.8  million,  which  is  44  percent  of  the  total.   For  FY  1993  to 
date  (October  1992  to  June  18,  1993),  SBA  approved  491  loans 
worth  about  $168  million.   Forty-three  percent  went  to 
minorities.   [Please  see  Tables  at  end  of  Statement.] 

A  third  loan  initiative,  the  SBA's  Nicroloan  Program  is  a 
relatively  new  and  innovative  offering  that  was  developed  for 
situations  where  a  small  loan  can  make  a  difference.   Loans  range 
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from  less  than  $100  to  a  maximum  of  $25,000,  averaging  about 
$10,000. 

Under  the  Microloan  Program  the  SBA  makes  funds  available  to 
non  profit  organizations  for  the  purposes  of  lending  to  the 
smallest  of  the  small  businesses.   These  organizations  also 
provide  management  and  technical  assistance.   This  is  very 
intensive  hands-on  assistance. 

As  of  April  30,  SBA  had  made  loans  to  47  intermediaries  for  $16.6 
million.   These  intermediaries  had  dispersed  $3.1  million  to  308 
small  businesses.   The  average  loan  amount  was  $10,118.   Thirty- 
one  percent  were  to  businesses  owned  by  African-Americans. 

In  June  1992,  a  Los  Angeles  area  organization,  the  Coalition  for 
Women's  Economic  Development  (CWED)  received  a  $750,000  low 
interest  rate  SBA  loan  to  relend  to  entrepreneurs  and  a  $150,000 
grant  to  help  cover  the  cost  of  counseling  assistance.   CWED  has 
made  about  8  loans  with  many  more  pending.   The  organization 
provides  entrepreneurial  training  and  microloans  from  $500  to 
$25,000  to  principally  disadvantaged  clients.   The  first  four 
loans  approved  were  all  to  African-American  businesses  and 
averaged  $16,800. 

SBA  lending  programs  have  also  been  instrumental  in  promoting  the 
recovery  of  businesses  affected  by  the  civil  unrest  that  gripped 
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this  area  last  year.  Approximately  97  businesses  that  already 
had  SBA  loans  qualified  for  SBA  regular  disaster  assistance  and 
received  deferred  payment  assistance.  The  interest  rate  on  the 
SBA  portion  of  loans  for  forty  SBA  borrowers  who  suffered  total 
or  near  total  physical  loss  was  adjusted  to  the  lowest  rate 
possible  to  provide  for  the  best  opportunity  for  the  borrower's 
survival . 

The  lA  District  Office  made  about  3  3  new  SBA  business  loans  to 
businesses  located  in  the  affected  area.   All  were  made  to 
African-American  or  Hispanic  owned  businesses.   Some  examples: 

o    A  7(a)  loan  to  former  UCLA  basketball  star  David 

Greenwood,  who  opened  a  Blockbuster  Video  store  in 
South  Central  LA. 

o    A  504  loan  to  BILA  enterprises,  a  garment  manufacturer. 
The  loan  permitted  the  creation  of  about  30  new  jobs. 

Mr.  Chairman,  three  points  must  be  understood  about  SBA's 
business  loan  programs: 

(1)   Nearly  90  percent  of  our  business  loans  are  guaranteed, 
not  direct.   A  guaranteed  loan  requires  that  a  bank  be 
willing  to  make  the  loan  with  SBA  guaranteeing  from  85 
percent  to  90  percent. 
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SBA  has  a  small  direct  loan  program  for  inner  city, 
high  unemployment,  and  low  income  areas:  the  Economic 
Opportunity  Loan  Program  (EOL) .   It  is  important  to 
recognize  that  loans  to  this  type  of  business  are 
riskier  than  the  typical  SBA  guaranteed  general 
business  loan.   No  doubt  the  greater  risk  has  an  effect 
on  the  willingness  of  banks  to  make  loans  in  places 
such  as  the  area  of  civil  unrest.   According  to  the 
General  Accounting  Office  (GAO) ,  EOL  loans  had  a 
default  percentage  of  12.1  percent  and  a  liquidation 
percentage  of  17.3  percent  as  of  September  30,  1990. 
This  contrasts  with  the  5.4  percent  default  rate  and 
the  9.6  percent  liquidation  rate  of  7(a)  general 
business  loans. 

(2)  The  current  demand  for  SBA's  limited  loan  funds  is  at 
an  all  time  high,  and  these  funds  are  made  available  to 
qualified  applicants  on  a  first  come,  first  served 
basis.   And  finally; 

(3)  SBA  cannot  make  a  loan  under  any  program  in  the  absence 
of  reasonable  assurance  that  repayment  ability  exists. 
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DISASTER  RSSPONSB 

Mr.  Chairman,  I  would  now  like  to  report  on  the  agency's 
accomplishments  in  providing  disaster  assistance  to  residents  and 
business  owners  affected  by  the  civil  disturbance  last  April, 
1992, 

In  the  wake  of  a  physical  disaster  such  as  the  Los  Angeles  civil 
disturbance,  the  Small  Business  Administration  (SBA)  is  the 
primary  form  of  federal  long-term  financial  assistance  for  non- 
farm  private  sector  losses.   This  assistance  is  not  limited  to 
small  businesses;  it  is  available  to  homeowners,  renters, 
businesses  of  all  sizes  and  non-profit  organizations  to  fund  the 
repair  and  replacement  of  much  of  the  property  that  is  damaged  or 
destroyed  in  a  disaster.   These  disaster  loans  are  a  critical 
source  of  economic  stimulation  in  disaster-ravaged  communities, 
helping  to  spur  employment  and  stabilize  tax  bases.   Disaster 
assistance  is  provided  in  the  form  of  long-term  low  interest 
loans. 

For  individuals,  the  loans  can  go  up  to  $100,000  for  real  estate 
and  $20,000  for  personal  property.   For  businesses,  the  maximum 
loan  is  $500,000,  unless  a  business  is  a  major  source  of 
employment,  in  which  case  SBA  may  waive  that  limit.   The  interest 
rates  in  the  Los  Angeles  disaster  were  4  percent  for  homeowners 
and  businesses  that  did  not  have  credit  available  elsewhere,  and 
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8  percent  and  6^  percent  for  homeovmers  and  businesses, 
respectively,  that  did  have  credit  available  elsewhere.   The  loan 
terms  can  extend  to  30  years,  except  for  businesses  that  have 
credit  available  elsewhere.   Those  businesses  are  limited  to  a 
3-year  term.   The  repayment  term  of  each  loan  is  tailored  to  the 
individual  needs  of  the  borrower  and  is  based  on  the  borrower's 
cash  flow.   SBA's  disaster  loans  are  not  collateral  loans. 
Although  we  take  whatever  collateral  is  available  to  secure  all 
loans  over  $10,000,  we  will  not  decline  a  loan  merely  because 
there  is  insufficient  collateral  available. 

I  should  note,  Mr.  Chairman,  that  the  SBA's  statutory  authority 
in  making  disaster  loans  is  limited.   Before  loans  can  be  made, 
we  must  be  reasonably  assured  that  the  applicants  can  and  will 
repay  them. 

No  upgrading  of  a  business  or  private  residence  is  permitted, 
unless  it  is  required  by  the  local  building  code.   And,  since  the 
passage  of  P.L.  100-359,  SBA  may  not  make  disaster  loans  to 
individuals  or  businesses  that  voluntarily  relocate  outside  of 
the  disaster  area. 

In  general,  SBA  tries  to  make  the  process  of  applying  for  a 
disaster  loan  as  easy  as  possible.   SBA  disaster  assistance  is 
provided  by  a  separate  highly  mobile  division  in  the  agency  whose 
sole  function  is  making  disaster  loans.   In  all  disaster 
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situations,  we  send  trained  personnel  to  the  disaster  site.   In 
Presidential  declarations,  such  as  the  one  in  Los  Angeles,  the 
Federal  Emergency  Management  Agency  (FEMA)  decides  the  number  and 
locations  of  Disaster  Application  Centers. 

In  response  to  needs  created  by  the  civil  unrest,  our  Los  Angeles 
District  Office  assisted  the  disaster  office  by  providing  at 
least  one  employee  to  every  Disaster  Application  Center  that  was 
opened  following  the  disturbances.   One  staff  attorney  was 
assigned  full  time  to  serve  as  SBA's  liaison  to  the  Presidential 
Task  Force  on  Recovery  in  Los  Angeles. 

During  the  course  of  the  disaster,  the  SBA  helped  staff  14 
Disaster  Application  Centers  over  a  period  of  several  months.   In 
addition,  in  each  Center,  and  in  other  locations,  SBA  maintained 
workshops  to  help  applicants  complete  their  applications.   We  had 
86  SBA  employees  and  21  volunteers  from  southern  California  banks 
assigned  to  the  Centers.   Many  of  the  volunteers  (and  some  of  our 
temporary  employees)  served  as  interpreters  when  needed,  mainly 
for  Korean,  Chinese  and  Spanish. 

Both  the  Disaster  Application  Centers  and  the  workshops  operated 
continuously  during  the  day,  in  the  evenings  and  on  weekends  as 
necessary.   At  one  time,  SBA  had  over  300  employees  working 
solely  on  this  disaster. 
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At  the  Disaster  Application  Centers,  all  victims  with  business 
losses  are  interviewed  by  SBA  personnel.   Applications  are 
provided  and  explained  in  simple  terms,  to  demystify  the  process. 
Each  applicant  is  informed  of  the  additional  assistance 
availzOile,  usually  in  the  SBA  workshops,  where  SBA  employees  and 
volunteers  sit  in  a  one-on-one  situation  with  victims  and  help 
them  complete  the  applications. 

For  individuals,  the  Disaster  Application  Center  process  is 
somewhat  different.   All  individual  victims  are  first  registered 
and  interviewed  by  FEMA.   If,  at  that  stage,  it  is  obvious  to  the 
registrar  that  the  family  income  of  the  individual  is  so  low  that 
a  loan  in  any  amount  is  impractical,  the  individual  is  not 
referred  to  SBA  for  loan  assistance,  but  is  immediately  referred 
to  the  Individual  and  Family  Grant  (IFG)  program  for  grant 
assistance.   All  others  are  immediately  referred  to  SBA  at  the 
Disaster  Application  Center. 

SBA  interviews  victims,  and  if  it  becomes  apparent  to  the  trained 
SBA  personnel  that  the  combination  of  family  income  and  fixed 
debts  of  the  victim  will  not  permit  the  assumption  of  additional 
debt,  a  "summary  decline"  letter  is  issued  on  the  spot.   This, 
again,  constitutes  a  referral  of  the  victim  to  the  IFG  program  at 
the  Disaster  Application  Center  for  a  possible  grant.  All  others 
are  given  loan  applications,  explanations,  and  urged  to  attend 
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SBA  workshops  if  they  have  any  questions  or  difficulty  in 
completing  the  application. 

Applications  can  be  returned  either  by  mail  or  in  person  at  any 
Disaster  Application  Center  or  workshop.   They  are  screened  for 
completeness  and  accepted  even  if  they  are  missing  some  items  so 
long  as  they  are  substantially  complete  enough  to  start  the 
process.   All  accepted  applications  are  docketed  and  noted  in  a 
computerized  loan  control  system  which  tracks  the  file's  progress 
through  the  system. 

For  physical  loans,  the  first  processing  step  is  loss 
verification,  including  on-site  inspection  of  the  damage  during 
which  the  loss  verifier  estimates  the  cost  to  repair  or  replace 
the  damaged  items.   The  information  is  then  forwarded  to  loan 
processing,  where  the  financial  information  is  analyzed  and  the 
loan  decision  is  made.   If  the  loan  is  declined,  an  appeals 
process  is  available  to  the  applicant. 

For  approved  loans,  SBA  maintains  loan  closing  offices  where  the 
actual  closing  can  be  done  and  questions  answered.   Six  loan 
closing  offices  were  established  in  this  disaster  and  three 
remain  open. 

Disaster  loans  are  not  usually  disbursed  all  at  one  time.   They 
are  disbursed  serially  as  the  funds  are  needed  and  used.   This 
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permits  us  to  disburse  some  funds  before  all  of  the  closing  and 
collateral  requirements  have  been  completed,  to  reduce  the  cost 
to  the  government  of  these  subsidized  loans,  to  reduce  the  cost 
to  the  victim  by  not  starting  the  running  of  interest  until  the 
funds  are  needed,  and  to  help  avoid  penalties  for  improper  uses 
of  funds. 

Often  during  the  course  of  disbursing  the  loan,  increases, 
decreases  and  modification  of  the  loan  terms  become  necessary. 
These  are  handled  appropriately,  and  when  the  loan  is  fully 
disbursed,  it  is  sent  to  SBA  servicing  offices,  which  are 
responsible  for  servicing  and  collection  activity  during  the  life 
of  the  loan.   At  all  times,  until  the  loan  is  fully  disbursed, 
applicants  can  get  status  reports  on  their  loans  or  have 
questions  answered  through  the  use  of  "800"  phone  numbers,  which 
are  maintained  for  each  SBA  disaster  area  office. 

Meeting  the  needs  of  the  community  here  required  more  than 
federal  intervention  could  provide,  Mr.  Chairman.   It  required 
help  from  friends,  neighbors  and  concerned  citizens.   And  this 
help  was  forthcoming.   The  Minority  Business  Development  Agency 
(MBDA)  of  the  Department  of  Commerce  funds  minority  business 
development  centers  in  Los  Angeles  that  are  operated  by  R.J. 
Miranda  Company  and  Grant  Thornton  Company.   After  the  disaster, 
MBDA  instructed  the  two  companies  to  waive  their  fees  for 
business  victims  of  the  disaster  and  to  help  them  complete  their 
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SBA  loan  applications.   MBDA  increased  their  funding  and  SBA 
quickly  oriented  these  professionals  to  our  forms  and  processes. 
All  minority  business  applicants  who  visited  SBA  in  Disaster 
Application  Centers  were  immediately  referred  to  these  two 
companies  for  assistance.   In  some  Centers,  representatives  of 
MBDA  or  the  companies  were  physically  present  to  set  up 
appointments.   This  free  loan  packaging  service  assisted  hundreds 
of  disaster  victims. 

Soon  after  the  disaster,  SBA  made  contact  with  the  AT&T  Language 
Line  Service,  which  offers  interpreter  services  for  more  than  130 
different  languages  and  dialects.   AT&T  quickly  volunteered  this 
service  for  nine  months  at  no  charge.   This  telephone  service  is 
a  real-time  service  that  puts  the  disaster  victim/applicant,  an 
SBA  employee,  and  a  qualified  AT&T  interpreter  on  a  conference 
call  so  that  the  victim  and  the  SBA  can  communicate  easily  and 
effectively.   This  service  has  helped  across-the-board  in 
verification,  loan  processing  and  loan  closing.   In  just  nine 
months,  this  service  handled  more  than  6,000  calls  in  18 
languages. 

By  June  17,  1993,  we  had  conducted  21,943  interviews  (2,709 
homeowners  or  renters  and  19,234  businesses).   As  a  result,  1,126 
summary  declines  were  given  to  homeowners  and  renters  and  19,834 
applications  were  issued.   8,366  loan  applications  were  filed 
with  SBA  (497  homeowners  and  renters,  4,066  business  physical  and 
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3,803  EIDL) .   Of  these,  8,290  have  been  processed  to  a  decision, 
leaving  only  76  still  pending.   There  have  been  5,493  approvals 
for  $326.9  Billion,  1,957  declines  and  840  withdrawals.   The 
approvals  consist  of  158  loans  to  homeowners  and  renters  for 
$959,000,  2,904  business  physical  loans  for  $261.4  million,  and 
2,431  EIDLs  for  $64.6  million.   The  overall  approval  rate  is  74 
percent,  one  of  the  highest  rates  in  recent  disasters. 

This  disaster  was  different  from  the  usual  large  disaster  since 
most  of  the  victims  were  businesses  rather  than  individuals,  and 
we  encountered  many  more  language  difficulties  than  in  most  other 
disasters.   It  immediately  became  apparent  that  we  would  have  to 
make  a  concerted  effort  to  reduce  the  usual  turnaround  time  of 
30-45  days  for  business  loans  in  a  disaster  of  this  magnitude. 

Mr.  Chairman,  we  reduced  the  loan  processing  time  for  the  average 
case  by  nearly  2  weeks,  to  20-25  days.   We  also  shortened  the 
disbursement  process  and  modified  the  disbursement  procedure  to 
allow  us  to  get  checks  in  borrowers'  hands  in  record  times. 

In  the  disaster  program,  we  do  not  currently  keep  statistics  on 
loans  approved  to  specific  ethnic  groups.   However,  we  estimate 
that  42-48  percent  of  the  applicants/borrowers  were  Asian  (mostly 
Korean)  and  16-20  percent  were  Hispanic.   That  leaves  32-42 
percent  of  all  applicants/borrowers  that  cannot  easily  be  placed 
in  a  specific  ethnic  group.   From  general  observation,  however, 

IS 


69 


we  estimate  that  24-32  percent  of  all  applicants/borrowers  were 
African-American . 

As  I  am  sure  you  know,  the  federal  response  to  this  disaster  has 
received  much  community  and  media  attention.   At  all  times,  SBA 
has  been  conscious  of  the  various  critiques  and  has  tried  to 
respond  within  the  limits  of  its  statutory  authority.   Many 
problems  have  been  brought  to  our  attention  and  quickly 
alleviated  and  we  will  continue  to  be  responsive  to  the  needs  of 
all  victims  in  this  disaster. 

We  are  proud  of  the  work  of  our  disaster  program.   It  succeeds 
under  the  most  demanding  conditions,  balancing  the  needs  of 
victims  and  the  community.   Although  we  must  consider  costs  and 
the  safety  of  Government  funds,  we  are  as  compassionate  as 
possible.   In  this  disaster,  Mr.  Chairman,  I  believe  we  have  done 
a  good  balancing  job,  and  have  responded  with  reasonable 
compassion,  understanding,  enthusiasm  and  an  appropriate  sense  of 
urgency . 

COMNUKITY  OOTREACH/BU8INESS  DEVELOPMENT 

With  regard  to  community  outreach  efforts  and  business 
development  activities  following  the  civil  unrest,  the  Los 
Angeles  District  Office  took  the  lead  with  local  SBA  lenders  in 
forming  a  Lenders  Coalition  to  make  loans  in  the  impacted  area. 
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As  a  direct  result  of  these  efforts.  Founders  Bank,  the  only 
African  American-owned  bank  in  Los  Angeles,  was  recruited  and 
certified  as  a  SBA  guaranteed  lender  on  May  21,  1992.   Technical 
assistance  has  been  provided  to  Founders  Bank  to  expedite  loan 
processing.   Founders  Bank  has  submitted  the  following  7(a) 
loans: 

Big  Time  Donuts        Approved  for  $45,000 
Taylor  Made  Approved  for  $35,000 

Sandcastles  Preschool   Pending  approval  for  $447,000 

All  three  loans  are  for  African  American-owned  businesses. 

The  District  Office  staff  participated  in  over  125  initial 
meetings,  seminars,  workshops  and  training  sessions  immediately 
following  the  unrest,  including  events  with  First  AME  Church, 
the  Los  Angeles  District  Advisory  Council,  and  top  40  lenders. 

The  management  team  in  the  Los  Angeles  office  emphasized  the 
improved  delivery  of  services  to  all  segments  of  our  community, 
especially  to  the  small  business  community  that  has  been 
traditionally  underserved  by  SBA  services.   This  commitment  by 
the  district  director  and  his  two  most  senior  staff  has  resulted 
in  approximately  200  outreach  activities  since  October  1992 
primarily  aimed  at  areas  most  affected  by  the  civil  unrest.   New 
alliances  with  many  community-based  organizations  located  in 
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South  Central  Los  Angeles  have  been  nurtured  for  the  first  time 
and  have  resulted  in  an  increased  awareness  of  SBA  activities  in 
South  Central  Los  Angeles. 

The  focus  of  district  activities  has  been  on  two  areas:  ensuring 
that  all  areas  under  our  jurisdiction  receive  access  to  SBA 
services  and  loan  programs;  and  assisting  small  businesses  in  the 
development  of  jobs. 

These  objectives  have  been  met  by  forming  partnerships  with 
established  community-based  organizations  located  in  underserved 
areas.   We  met  with  key  executive  officials  and  learned  about  the 
organizations  while  providing  an  overview  of  SBA  services  in  the 
four  areas  (business  development,  financial  assistance,  advocacy 
and  procurement  assistance  including  MSB) .   We  then  followed  up 
with  meetings  with  key  support  staff. 

These  partnerships  have  resulted  in  the  development  of  workshops 
and  special  events  and  an  increased  demand  for  local  SBA 
assistance.   Among  the  partnerships  nurtured  are: 


Black  Business  Association 

Afro  American  Chamber  of  Commerce 

Drew  Institute  of  Compton,  CA 

Entrepreneurial  Development  Academy  of  Lynwood,  CA 

Compton  Chamber  of  Commerce 
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Operation  HOPE,  a  consortium  of  banks 
Pacific  Asian  Consortium  for  Employment 
Local  Initiatives  Support  Corporation 
Asian  Business  Association 

National  Association  of  Women  Business  Owners 
Coalition  of  Women  Economic  Development 
Compton  Community  College 


SBA  opened  a  Business  Information  Center  in  October  1992.  The 
one-stop  business  center  is  located  in  mid-Wilshire,  convenient 
to  areas  most  in  need  of  attention.   The  facility  offers  Service 
Corps  of  Retired  Executives  (SCORE)  counseling  and  serves  as  a 
state-of-the-art  technology  center  with  personal  computers  and 
business  related  software  and  application  programs.   To  date, 
2,223  customers  have  visited  the  center. 

The  Business  Information  Center  (BIC)  has  served  as  a  catalyst  in 
forming  alliances  with  non-traditional  SBA  partners,  who  promote 
business  training  in  South  Central  L.A.  and  other  disadvantaged 
areas.   BIC  Workshops  are  typically  given  during  evenings  and  on 
Saturdays  to  meet  the  special  needs  of  the  partners'  clients. 

The  emphasis  of  the  workshops  is  on  business  planning  for 
start-up  businesses.   In  a  typical  workshop,  an  overview  of  the 
abundant  reference  material,  databases  and  computer  software 
applications  is  provided  and  then  followed  by  business  planning 


73 


discussions  conducted  by  the  U.S.  Census  Office  and  the  IRS. 
These  special  workshops  have  been  well  received  and  have  been 
provided  to  the  following  partners: 


Coalition  of  Women  Economic  Development 

Community  Coalition 

DREW  Institute  of  Lynwood,  CA 

Black  Business  Association  (scheduled  for  6/31/93) 

Neighborhood  Business  Development  Center,  located 

at  Founders  Bank  and  funded  by  the  Commerce 

Department 
Los  Angeles  Business  Magnet  High  School  in  downtown 

Los  Angeles 
Business  Development  Center,  affiliated  with  the 

Pacific  Asian  Consortium  for  Employment  Incorporated 

and  funded  by  the  U.S.  Department  of  Education 


New  workshop  programs  are  being  discussed  with  the  Community 
Coalition  (an  anti-gang  effort  and  a  CBO) ,  Pasadena  Neighborhood 
Economic  Center  (a  CBO  focused  on  low  income  individuals) ,  and 
the  Verdugo  Private  Industry  Council  (concentrating  on  displaced 
aerospace  workers) . 

The  District  Director  serves  on  a  steering  committee  that 
organized  the  first  Business  Assistance  Network  conference,  along 
with  the  City  and  County  of  Los  Angeles,  University  of  Southern 
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California,  State  of  California  Department  of  Commerce  and  EDD. 
The  Conference  was  attended  by  more  than  200  local  business 
development  practitioners  from  the  public  and  private  sectors. 
The  objective  was  to  coordinate  business  development  efforts, 
including  those  located  in  South  Central  Los  Angeles. 

The  District  Director  and  Deputy  District  Director  are  members  of 
two  separate  subcommittees  of  Rebuild  Los  Angeles  (RLA) .   RLA  is 
a  private  sector  venture  to  stimulate  job  creation  and 
development  in  the  areas  affected  by  the  civil  unrest. 

The  District  Director  is  also  a  member  of  Operation  HOPE,  a 
consortium  of  major  lenders.   The  consortium  recently  toured 
South  Central  Los  Angeles  and  met  with  the  Mayor  Tom  Bradley  and 
Secretary  of  Commerce  Ron  Brown. 

The  District  Office  formed  a  Lenders  Coalition  immediately 
following  the  unrest  to  increase  lending  to  the  affected  areas. 
This  effort  resulted  in  Founders  Bank  becoming  the  only  African- 
American  owned  bank  in  Los  Angeles,  to  be  certified  as  a  SBA 
lender,  as  noted  earlier. 

Four  Neighborhood  Opportunity  Centers,  with  SBA  staffing, 
provided  one-stop  federal  assistance  directly  into  affected 
areas.   Two  continue  to  operate  today. 
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As  a  result  of  the  civil  disorder,  the  City  of  Los  Angeles 
received  a  special  designation  as  a  "Weed  and  Seed"  city  and 
received  about  $19  million  in  new  federal  funds.  About  $1 
million  was  designated  for  increased  police  programs  and  the 
remainder  for  social  service  programs.   SBA  volunteered  to  be  the 
chair  of  the  Business  Opportunities  Working  Group  (BOWG)  of  "Weed 
and  Seed".   One  of  the  major  activities  of  the  BOWG  was  a 
community  forum.   SBA  was  the  principal  organizer  and  leader  of 
the  November  14,  1992  community  forxim  "Empowerment  Through 
Knowledge",  held  at  the  Los  Angeles  Convention  Center. 

This  forxim  included  more  than  500  business  people  and  residents 
of  the  affected  areas  with  over  50  public  and  private  sector 
organizations.   It  is  projected  that,  as  a  result  of  the  forum, 
up  to  $20  million  in  contracts  may  be  awarded  to  small  and 
minority  contractors  in  the  Los  Angeles  area. 


MINORITY  SMALL  BUSINESS  PROGRAM 

In  May  of  1992,  Judith  Watts,  SBA's  Associate  Administrator  for 
Minority  Small  Business  and  Capital  Ownership  Development 
traveled  to  Los  Angeles  to  determine  how  her  program  might  be 
helpful.   She  met  with  the  local  minority  business  community  and 
trade  associations,  including  the  Asian  Business  Association, 
Young  Black  Professionals,  the  Black  Business  Association,  the 
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Latino  business  Association  and  KaWes  and  Associates.   Out  of  the 
meetings  came  proposals  for  7(j)  funding  of  management  and 
technical  assistance  projects  from  KaWes  and  Associates  and  the 
City  of  Los  Angeles,  Office  of  Economic  Development  in 
cooperation  with  Operation  Hope.   Both  projects  are  being  revised 
by  the  applicants.   Funding  is  pending. 

Mr.  Chairman,  this  concludes  my  prepared  remarks.   I  will  be 
pleased  to  respond  to  questions. 
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BUSINESS  LOAN  APPLICATIONS  RBCEITED                | 

IN  LOS  angei.es  district  OFPICB 

FY  1992 

FY  1993  TO  DATE 

APPROVALS 

1115 

544 

SCREENOUTS 

282 

161 

DECLINES 

100 

122 

WITHDRAWALS 

60 

42 

IN  SCREENING 

5 

0 

IN  PROCESS 

15 

0 

AWAITING  FUNDS 

1577 

64 

TOTAL 

1577 

933 

27 
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TESTIMONY  OF 

MIKE  MANTLE 

PRESIDENT 

BANK  OF  AMERICA  COMMUNITY  DEVELOPMENT  BANK 

UNITED  STATES  HOUSE  OF  REPRESENTATIVES 

COMMITTEE  ON  SMALL  BUSINESS 

SUBCOMMITTEE  ON  MINORmC  ENTERPRISE.  FINANCE 

AND  URBAN  DEVELOPMENT 

COMPTON  CITY  HALL 

205  SOUTH  WILLOWBROOK 

COMPTON,  CA  90220 

JUNE  25,  1993 

Good  Morning,  my  name  is  Mike  Mantle.  I  am  President  of  Bank  of  America 
Community  Development  Bank,  a  state  chartered  banking  subsidiary  of 
BankAmerica  Corporation  opened  in  April  of  1990  which  is  focused  on  providing 
community  development  loans  in  the  State  of  California. 

I  am  currently  Chairman  of  the  American  Bankers  Association's  Community 
Development  Lending  Committee,  and  serve  on  the  Board  of  Directors  of  the 
Local  Initiatives  Support  Corporation  affiliate  the  National  Equity  Fund.  I  also 
serve  on  the  Board  of  Directors  of  the  Development  Training  Institute  in 
Baltimore,  Maryland,  and  as  a  member  of  the  State  of  California  Small  Business 
Development  Board. 

Bank  of  America  Community  Development  Bank  defines  community  development 
lending  as  the  use  of  public/private  partnership  programs  which  facilitate  the 
ability  to  extend  credit  for  affordable  housing,  small  business,  or  consumer 
purposes  which  would  not  be  available  on  a  conventional  basis  from  a  financial 
institution. 

To  accomplish  our  community  development  lending  mission  we  utilize  a  wide 
variety  of  Federal,  State,  and  local  municipality  programs  designed  to  stimulate 
lending  activities  within  our  serving  area.  Examples  of  these  programs  are  the 
Federal  Low  Income  Housing  Tax  Credit,  HUD  insured  multi-family  housing  loans, 
Farmer's  Home  Administration  housing  loan  products  and  economic  development 
loan  programs,  FHA  Title  I  home  improvement  loans,  State  of  California  Rental 
Housing  Construction  Program  loans.  State  of  California  Regional  Loan 
Guarantee  Program  for  small  business  enterprise,  a  variety  of  municipal  programs 
which  leverage  local  resources  received  under  the  Community  Development 
Block  Grant  Program,  and  the  Small  Business  Administration  7a  and  504  loan 
programs. 
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In  1992  Bank  of  America  Community  Development  Bank  originated  over  $130 
million  in  community  development  loans,  with  $30  million  for  small  business,  and 
$100  million  for  affordable  housing  projects.  For  1993  we  have  established  goals 
in  excess  of  $150  million  in  loan  originations  which  we  anticipate  meeting 
provided  the  SBA  7a  program  receives  funding  in  the  near  future. 

Within  our  small  business  lending  programs  we  have  established  internal  goals 
that  a  minimum  of  33%  of  our  loans  be  made  to  either  minority  or  woman  owned 
businesses,  and  that  a  minimum  of  25%  of  our  loans  be  made  for  amounts  of 
$100,000  or  less.  These  goals,  which  are  incorporated  into  the  performance  plans 
of  our  staff,  are  a  direct  result  of  feedback  we  have  received  from  community 
groups  during  our  annual  needs  assessment  survey  we  conduct.  Across  the 
entire  State  we  are  told  that  both  small  loans  and  minority/women  owned 
business  access  to  credit  are  critical  issues. 

In  1992  39%  of  our  small  business  loans  were  to  minority  or  woman  owned 
businesses,  and  46%  of  the  loans  were  for  $100,000  or  less.  In  the  first  quarter 
of  1993  57%  of  our  loans  were  to  minority/women  owned  businesses  and  50% 
were  for  $100,000  or  less.  We  are  proud  of  our  commitment  to  utilize  public 
sector  programs  to  meet  unique  community  based  credit  needs  within  the  varied 
markets  we  serve. 

I  would  like  to  focus  my  comments  today  on  recommended  changes  to  the 
existing  SBA  7a  loan  program  and  process.  I  believe  these  changes  would 
enhance  the  availability  of  credit  to  economically  distressed  communities,  both 
rural  and  urban. 

As  background  for  my  comments  it  must  be  pointed  out  that  the  SBA  7a  program 
historically  has  the  largest  public  sector  funding  of  any  small  business  assistance 
program  in  the  country.  Although  the  SBA  7a  program  has  been  without  funding 
to  grant  new  loans  since  late  April  of  this  year,  my  comments  are  made  under  the 
assumption  that  the  Federal  commitment  to  small  business  lending  programs  will 
continue  in  the  future. 

My  comments  center  around  a  recommendation  that  the  SBA  7a  and  504  loan 
programs  be  linked  much  more  closely  with  the  Community  Reinvestment  Act  of 
1977.  Regulated  financial  institutions  have  become  increasingly  aware  of  CRA 
over  the  past  few  years,  with  public  disclosure  of  CRA  ratings,  and  regulatory 
approval  of  bank  mergers,  branch  OF>enings,  etc.  now  being  impacted  by  CRA 
performance. 

Bank  of  America  Community  Development  Bank  and  numerous  other  lenders  use 
SBA  programs  as  part  of  their  overall  product  mix  to  meet  small  business  credit 
needs.  But  frankly,  lenders  have  experienced  difficulty  in  utilizing  the  SBA 
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program  to  meet  the  needs  of  economically  distressed  communities.  We  have 
discovered  that  basic  requirements  of  regulated  financial  institutions  under  CRA 
are  not  requirements  of  the  SBA. 

For  example,  financial  institutions  are  required  to  conduct  needs  assessments  of 
their  serving  areas,  and  develop  products  which  meet  the  needs  identified.  The 
district  offices  of  the  SBA,  of  which  there  are  six  in  California,  do  not  conduct  a 
similar  survey. 

Under  CRA  financial  institutions  are  required  to  track  loans  by  geographic 
distribution  and  ethnic  distribution  and  take  actions  to  ensure  a  fair  distribution 
of  their  products.  The  SBA  on  the  other  hand  is  not  required  to  take  similar 
action.  It  is  also  interesting  to  note  that  many  of  the  largest  SBA  lenders  in 
California  are  non-regulated  lenders  not  covered  by  CRA.  For  example  in  1992 
two  of  the  five  largest  SBA  lenders  in  the  Los  Angeles  district  office  of  the  SBA 
were  non-regulated  lenders  not  covered  by  CRA.  These  two  lenders  utilized  20% 
of  the  SBA  guarantees  issued  in  Los  Angeles  last  year.  The  attached  exhibits 
demonstrate  this  point. 

It  is  also  interesting  to  note  that  these  two  non-regulated  lenders  had  an  average 
loan  size  of  $430,776  which  is  15%  above  the  average  size  loan  made  in  the 
district  of  $377,312,  and  well  above  the  $100,000  threshold  which  community 
based  groups  tell  us  are  critically  needed.  There  is  no  requirement  of  these 
unregulated  lenders  that  they  address  the  needs  of  economically  distressed 
areas,  minority  businesses,  or  borrowers  with  smaller  loan  needs. 

As  the  information  contained  in  the  attached  SBA  Loan  Profiles  report  for  1992 
indicates  only  2%  of  the  SBA  loans  made  in  1992  in  this  country  were  to  black 
owned  businesses,  3%  to  hispanic  owned  businesses,  and  10%  to  women  owned 
businesses.  Additionally,  as  the  report  demonstrates,  only  35%  of  the  SBA  loans 
made  in  1992  were  for  $100,000  or  less  of  which  only  15%  were  for  $50,000  or 
less. 

The  following  specific  recommendations  are  made: 

1 .  Each  district  office  of  the  SBA  should  conduct  an  annual  needs  assessment 
survey  identifying  the  key  small  business  loan  needs  in  their  districts,  and  require 
participating  lenders  to  present  plans  on  how  they  will  address  and  meet  these 
needs.  Lender  performance  should  be  monitored. 

2.  The  SBA  currently  places  lenders  into  three  classifications. 

'Preferred'  lenders  are  granted  what  is  the  equivalent  of  delegated  underwriting 
authority  from  the  SBA.  Lenders  who  enjoy  this  status  are  able  to  originate  SBA 
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loans  without  first  submitting  the  entire  loan  to  the  SBA  for  review  and  approval 
which  greatly  enhances  the  timing  of  funding  and  reduces  lender  expenses. 


"Certified"  lenders  are  granted  expedited  loan  approval  from  the  SBA  on 
individual  loans  submitted  for  approval.  This  expedited  approval  which  is  stated 
to  be  3  business  days  in  reality  averages  closer  to  two  weeks. 

"General"  lenders  are  required  to  submit  individual  loans  to  the  SBA  for  approval 
with  no  committed  turnaround  times.  Lenders  with  this  status  generally 
experience  difficulties  in  providing  timely  turnarounds  of  loans  to  their  clients. 

It  should  be  noted  that  lenders  "earn"  their  status  based  on  subjective  opinions 
of  each  of  the  SBA  district  offices.  The  criteria  utilized  to  determine  lender  status 
do  focus  on  the  number  of  loans  the  lender  originates  and  their  ability  to 
adequately  service  their  loans.  Criteria  for  certified  or  preferred  lender  status 
does  not  include  loans  for  minority /women  business  enterprise  or  small  loans. 

In  fact  the  largest  non-regulated  SBA  lenders  in  California  in  1992  enjoyed 
preferred  status.  Banks  such  as  Founders  an  African  American  owned  institution 
serving  South  Central  and  other  parts  of  Los  Angeles,  Wells  Fargo,  and  First 
Interstate  had  general  processing  authority. 

It  is  recommended  that  any  financial  institution  regulated  by  the  OCC,  FRB,  FDIC, 
or  OTS  which  has  received  a  satisfactory  safety  and  soundness  rating  and  a 
satisfactory  or  better  CRA  rating  be  granted  the  equivalent  of  "preferred"  lender 
status,  in  other  words  delegated  underwriting  authority  to  make  a  loan. 

This  removes  a  duplication  of  Federal  government  monitoring  of  lenders,  and  will 
increase  the  availability  of  small  business  loans,  it  will  also  reduce  expenses  at 
the  SBA,  savings  which  can  be  used  to  increase  guarantee  authority.  Lenders 
who  do  not  follow  program  regulations  or  do  not  properly  service  and  collect 
their  loans  should  not  have  their  SBA  guarantees  honored. 

Another  variation  of  this  recommendation  would  be  to  grant  lenders  preferred 
status  on  smaller  loan  transactions,  with  SBA  reserving  the  option  to  review 
larger  transactions  prior  to  committing.  For  example  in  Los  Angeles  today  we,  as 
well  as  Founders  and  other  lenders,  must  submit  $10,000  loans  to  the  SBA  for 
prior  approval  while  at  the  same  time  $1,000,000  loans  being  made  by  non- 
regulated  lenders  are  being  made  without  this  requirement.  Establishing  a 
threshold  at  the  $250,000  level  for  this  would  meet  the  needs  of  our  markets. 

3.  Any  financial  institution  which  is  regulated  by  the  OCC,  FRB,  FDIC,  or  OTS 
should  be  allowed  to  utilize  their  loan  documents  in  the  SBA  lending  process, 
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with  the  exception  of  the  SBA  guarantee  form  which  is  unique  to  the  transaction. 
This  will  serve  to  reduce  lender  expenses,  p>articularly  on  smaller  transactions, 
stimulate  lender  participation,  and  expedite  credit  availability. 

4.  Assign  each  lender  one  SBA  office  responsible  for  all  aspects  of  the 
lender/SBA  relationship,  including  loan  approvals,  guarantee  payments,  and 
monitoring  reports.  Currently  many  lenders  must  deal  with  multiple  offices  of  the 
SBA  supplying  the  same  information  to  each  one.  Additionally  this  will  serve  to 
give  lenders  a  uniform  answer  to  common  issues  which  are  handled  differently 
in  each  of  the  district  offices. 

5.  Develop  electronic  data  transmission  capacity  between  lenders  and  the  SBA, 
eliminating  the  need  for  costly  manual  reports. 

6.  In  exchange  for  the  above  recommendations  which  would  reduce  lender 
expenses  and  allow  more  lenders  to  effectively  participate  in  the  SBA  program, 
explore  the  concept  utilized  by  the  FHA  Title  I  home  improvement  loan  program 
under  which  lenders  are  granted  delegated  underwriting  authority  and  the  ability 
to  purchase  a  loan  guarantee.  In  exchange  the  lender  pays  an  annual  "insurance" 
premium  of  1/2%  on  its  insured  portfolio.  Defaulted  loans  are  presented  for 
payment  under  the  insurance  and  paid  provided  the  program's  regulations  have 
been  followed. 

Lenders  can  afford  to  pay  the  insurance  premium  from  the  cost  savings 
generated  in  recommendations  1  through  5,  while  at  the  same  time  generating 
additional  revenue  to  the  SBA.  This  additional  revenue  should  be  utilized  to 
expand  the  guarantee  authority  or  to  fund  a  small  business  equity  fund. 

7.  The  SBA  should  create  a  new  equity  fund  for  small  businesses  by  recapturing 
a  part  of  the  profit  made  by  SBA  lenders  that  sell  loans  in  the  secondary  market. 
Today  some  SBA  lenders  are  selling  SBA  guaranteed  portions  of  loans  at 
premiums  up  to  17%  in  secondary  markets. 

As  many  small  businesses  are  in  need  of  equity  versus  loans  in  today's  market, 
this  concept  would  help  to  create  desperately  needed  funds  in  the  small  business 
community,  particularly  in  economically  distressed  areas,  with  no  additional 
outlay  of  Federal  dollars.  The  attached  copy  of  Bank  of  America's  Community  and 
the  Bank  publication  from  the  Spring  of  1993  further  discusses  this  concept. 

8.  The  SBA  should  mandate  that  loans  eligible  for  the  SBA  504  loan  program  be 
required  to  be  funded  under  that  program  instead  of  utilizing  the  7a  loan  program 
which  is  more  designed  to  meet  the  desires  of  the  lender  than  the  needs  of  the 
borrower  or  the  SBA. 
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The  504  program  provides  a  borrower  with  an  option  to  obtain  long  term  fixed 
rate  financing  at  below  market  interest  rates  for  up  to  40%  of  the  acquisition 
price  of  commercial  real  estate.  The  stability  of  fixed  rate  financing  allows  for 
better  planning,  budgeting,  and  forecasting  of  cash  flow  needs  by  small  business 
owners,  and  removes  the  risk  of  increasing  interest  rates  causing  job 
downsizings. 

Additionally  the  504  program  gives  the  SBA  a  better  leveraging  of  its  scarce 
resources.  For  example  a  commercial  property  being  acquired  for  $1 ,000,000  with 
90%  financing  supported  by  the  SBA  uses  $400,000  of  SBA  resources  under  the 
504  program  with  $500,000  of  private  sector  funding  versus  a  7a  loan  which  uses 
$750,000  of  SBA  resources  and  $150,000  of  private  sector  funding.  The  concept 
would  greatly  expand  the  total  dollars  which  the  SBA  could  cause  to  be  lent 
without  increasing  the  SBA  allocation. 

9.  The  SBA  should  expand  the  use  of  the  micro  loan  lending  program  which  lends 
funds  to  local  intermediaries  which  they  in  turn  lend  out  in  amounts  up  to  $25,000 
in  their  communities.  Many  of  the  non-profit  intermediaries  involved  with  this 
program  have  experienced  great  success  in  delivering  cost  effective  credit  to 
credit  worthy  small  businesses. 

The  above  recommendations  will  generate  considerable  debate  and  criticism 
among  existing  SBA  lenders  and  SBA  district  offices  who  would  prefer  to 
continue  business  as  usual.  However,  we  believe  that  the  current  economic 
environment  calls  for  all  of  us  to  be  more  creative,  more  enterprising  and  more 
strategic  about  community  development.  Arguments  will  be  made  that  the 
program  needs  no  revisions  as  it  is  over  subscribed  annually.  These 
recommendations  do  however  present  opportunities  to  stimulate  a  greater 
availability  of  credit  in  economically  distressed  areas,  while  at  the  same  time 
generating  additional  funds  for  expanding  small  business  assistance  programs. 

I  thank  you  for  your  time  this  morning. 
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EXHIBIT  I 


U.S.  SMALL  BUSINESS  ADMINISTRATION 
REGION  IX 

FY  1992  LENDER  RANKINGS 
SBA  7a  LOAN  PROGRAM 
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San  PranciAco  E^ional  otiiam 


Z£HDZR'S  KANE 


MONEV  STORE  INVESTMENT  CORP. 

60VEIUIMSNT  FUNDING  CALBXOCO 

BMilC  OF  COKMSSCE 

WBCKXNIC8  NATIONAL  BANK 

TRACV  FEDERAL  BANK 

SACKAKBNTO  CCUKERCIAL  BANK 

TRUCKEZ  RIVER  BANK 

LIBERA  NATIONAL  BANK 

MID  CITY  BANK 

AMERICAN  PACIFIC  STATE  BANK 

VALLEX  BANK  OF  NEVADA 

HBLLER  FIRST  CAPITAL 

COAST  COMHERCIAL  BANK 

SAN  DXEGO  COUNTV  CDC 

QUEEN  CITY  BAJIK 

BAY  AREA  BUSINESS  CDC 

GENERAL  BANK 

BANK  OF  SAN  DIEOO 

HANMI  BANK 

ELDORADO  BANK 

BANK  OF  OAKLAND 

CALIFORNIA  STATE  BAJMK 

FRONTIER  BANK 

CALIFORNIA  STATEWIDE  CDC 

BANK  OF  COKHERCB  (AUEORN) 

NATIONAL  BANK  OF  CALIFORNIA 

PACIFIC  WESTERN  BANK 

NORTH  COONTY  BANK 

EAST  COUNTY  BANK 

REGENCY  BANK 

FIRST  UTTERNATIONAL  BANK 

NEVADA  STATS  CDC 

BANK  07  YORBA  LINDA 

BANK  OF  AMERICA 

ITT  SKALL  BOS.  FIHAN  CORP. 

ORANGE  NATIONAL  BANK 

GARFZSLQ  BANK 

BAY  AREA  EKPLOYKENT  CDC 

WESTERN  COMmnnCTY  BANK 

BAY  BANK  OF  C0KK5RCE 

BDF  OF  SACRAMENTO 

INDUSTRIAL  BANK 

CALIFORNIA  BUSINESS  BANK 

NEW  VENTURES  CDC 


FY  1992 

LEMOINe 

VALUE 

OF  LOANS 

NONBSR 

LOAN  . 

8BA 

AMOUNT  - 

SHARE 

390 

121,288,497 

96,167,610 

247 

98,934,998 

80,182,906 

161 

98,360,670 

47,111,281 

144 

51,072,670 

40,451,824 

92 

52,914,550 

37,049,380 

159 

43,168,882 

35,545,332 

142 

43,868,330 

35,196,566 

92 

34,421,154 

28,320,601 

68 

33,227,247 

25,864,211 

77 

30,492,500 

23,482,122 

103 

26,090,879 

21,723,704 

70 

26,045,130 

20,779,673 

72 

24,435,875 

17,960,000 

42 

17,846,000 

17,846,000 

56 

19,159,121 

15,150,161 

28 

14,905,000 

14,777,500 

39 

16,829,090 

14,026,170 

34 

16,986,633 

13,618,829 

43 

15,921,600 

13,272,276 

32 

15,589,904 

12,795,986 

46 

14,759,600 

12,435,637 

42 

16,880,800 

12,243,161 

28 

14,029,200 

11,596,849 

22 

11,219,000 

11,219,000 

35 

13,307,608 

10,815,832 

27 

13,076,300 

10,594,305 

40 

13,532,329 

10,574,902 

37 

12,708,916 

10,429,935 

39 

12,518,100 

10,414,493 

30 

13,336,000 

10,275,772 

35 

13,351,490 

10,201,412 

37 

10,081,000 

10,081,000 

24 

12,315,075 

9,712,654 

71 

11,323,100 

9,634,400 

48 

12,207,000 

9,626,340 

21 

11,126,044 

9,246,291 

36 

11,349,878 

8,767,560 

19 

8,598,000 

8,598,000 

20 

10,943,330 

8,053,244 

46 

10,176,855 

7,977,519 

22 

7,854,000 

7,854,000 

32 

9,258,570 

7,725,622 

24 

9,066,100 

7,539,850 

23 

7,388,200 

7,388,200 
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Ban  tvncLmoo  Regional   Offle* 
FY    1993    LENDZNS 
VALDZ  OF    LOAMS 


LENDER'S   KAMS 


KUKBEH 


SONOMA  KATIONAL  BAMIC  26 

PACIFIC  VAliTiSY  NATIONAL  BAOTC  33 

CALIFOIWIA  CSHTER  BANK  22 

lANOMARK  BANK  13 

CUPERTINO  NATIONAL  BANK  25 

WESTERN  UNITED  NATIONAL  BANK  21 

CONKERCIXL  BAKK  SAM  FRAMCISCO  31 

COAST  BANK  23 

CAPITAL  BANK  OF  CALIFORNIA  19 

BANK  OF  HAWAII  43 

8UNVEST  BANK  13 

PALLBROOK  NATIONAL  BANK  20 

SAN  DISGO  TRUST  £  SAVINGS  BANK  15 

NATIONAL  BANK  OF  THE  REDWOODS  21 

LA  BASRA  LOCAL  OBVCL  CO  INC  13 

PACIFIC  INLAND  BANK  14 

HEDCO  LOCAL  DEVEL  CORP  12 

OOLETA  NATIONAL  BANK  28 

GOLDEN  PACIFIC  BANK  23 

CONCORD  CONKERCIAL  BANK  25 

SACRAMENTO  FIRST  NATIONAL  BANK  15 

DNION  BANK  20 

ANTELOPE  VALLEY  BANK  18 

SANTA  ANA  CITY  LDC  6 

ZIONS  18T  NATIONAL  BANK  17 

MONTEREY  COUNTY  BANK  18 

FIRST  NATIONAL  BANK  OP  VENTURA  16 

BANK  OF  INDUSTRY  14 

VI8ALIA  COMMONiry  BANK  14 

BURLINCAME  BANK  14 

ROCKY  MOUNTAIN  BANK  11 

DIRECT  39 

BANK  OF  ANAHEIH  6 

FOUNCSRS  BANK  OP  ARIZONA  15 

FIRST  AMERICAN  CAPITAL  BANK  13 

CAPITAL  BANK  OF  CARLSBAD  16 

COKMERCE  BANK,  SAN  LUIS  OBXSPO  16 

RIVERSIDE  COUNTY  COC  7 

ARIZONA  ENTER.  DEVEL  CORP  11 

FIRST  INTERSTATE  BANK,  CA  14 

1ST  NAT  BANK  0?  CENTRAL  CA  12 

HUNTINGTON  NATIONAL  BANK  B 

NATIONAL  HANK  OF  SOOTHERN  CA  9 

SIX  RIVERS  NATIONAL  BANK  10 

NID  STATE  DEVELOPMENT  CORP  12 

SON  COUNTRY  BANK  17 

SAN  JOSE  NATIONAL  BANK  15 


LOAN 

AMOUNT 

9,446,200 
6,490,400 
8,617,279 
8,823,267 
8,136,450 
7,580,650 
7,937,18B 
7,211,376 
6,937,921 
6,625,240 
6,722,800 
6,505,973 
7,056,700 
6,901,000 
5,379,000 
7,431,640 
5,222,000 
6,459,006 
6,450,000 
6,043,260 
5,646,100 
5,211,757 
5,508,054 
4,302,000 
4,960,500 
4,678,300 
4,507,800 
5,291,750 
4,305,000 
4,374,700 
4,346,000 
3,485,500 
4,774,342 
4,293,500 
3,947,051 
4,062,292 
3,870,000 
3,218,000 
3,050,000 
3,572,258 
3,349,800 
3,416,868 
3,249,200 
3,419,000 
2,718,000 
3,222,000 
3,819,081 


8BA 

SHARE 

7,358,978 
7,188,154 
6,983,285 
6,938,319 


5,536,097 
5,447,495 
6,386,326 
5,379,000 
5,288,902 
5,222,000 
5,195,050 
5,089,620 
5,025,237 
4,578,740 
4,434,855 
4,377,671 
4,302,000 
4,015,298 
3,951,700 
3,815,455 
3,617,868 
3,600,804 
3,599,190 
3,518,750 
3,485,500 
3,418,807 
3,392,640 
3,323,726 
3,287,153 
3,220,435 
3,218,000 
3,050,000 
3,031,457 
2,860,380 
2,807,731 
2,749,880 
2,719,226 
2,718,000 
2,717,450 
2,673,811 
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San  Pranoisoo  Ragional  Offloa 


yy    1992    LENDIKG 
VKUXB  OF  LOAMS 


LENDER'S  NAME 


NUKBER 


MODESTO  BANKZM6  COKFANY  8 

MSLLS  VKOaO   BANK  X4 

COUNTRY  NATIONAL  BANK  13 

BANK  or   LODZ  12 

DESERT  COMMUNITV  BANK  13 

TUCSON  CDC  16 

M  &  I  THUNDERBXRD  BANK  12 

CUYAKACA  BANK  11 

BARBARV  COAST  NATIOITAL  BANK  13 

VALLEY  NATIONAL  BANK,  ARIZONA  16 

WEST  VALLY  CDC  5 

BANK  07  SALINAS  i 

S0Z8UN  VALLEY  BANK  9 

VALLEY  tNOEPENDBNT  BANK  13 

CENTRAL  COAST  CDC  8 

NORTH  VAL££y  BANK  12 

FIRST  BANK  07  SAN  LUIS  OBISPO  15 

BAY  CITIES  NATIONAL  BANK  10 

CALIFORNIA  SECURITY  BANK  9 
BL  SBGONOO  FIRST  NATIONAL  BANK   7 

PACIFIC  CONMERCS  BANK  16 

SOUTHERN  NEVADA  CDC  6 

FIRST  WESTERN  BAlTK  3 

PACIFIC  STATE  BANK  7 

BANK  07  SAN  BERNARDINO  7 

FIRST  HAWAIIAN  BANK  16 

CHARTER  PACIFIC  BANK  8 

HESTAKERICA  BANK  9 

FOIC/MISICai  VIEJO  NATL.  BANK  7 

ARCATA  EDC  3 

WILSBIRE  CSNTSR  BANK  7 

fflLSHIKE  STATE  BANK  6 

BANK  OF  80DTRERN  CALIFORNIA  8 
MARINERS  BANK                 .   5 

SAEHAN  BANK  5 

U.S.  BANK  OF  CALIFORNXA  8 

FIRST  NATL  BANK  OF  CENTRAL  CA  6 

CAMARILLO  COMUDNITY  BANK  4 

BANK  OF  FRESNO  15 

VXNTDRA  COUNTY  NATIONAL  BANK  4 

INTERNJITIONAL  CITY  BANK  7 

FIRST  INTERSTATE  BANK,  AZ  11 

AMERICAN  VALLEY  BANK  12 

HACIENDA  NATIONAL  BANK  10 

REPUBLIC  BANK  3 

CAI/~HEST  NATIONAL  BANK  IS 


LOAN 
AMOUNT 

3,318,599 
3,179,500 
3 , 114 , 000 
3,000,500 
3,043,027 
2,535,000 
3,129,000 
2,856,350 
3,760,000 


3,496.000 
2,542,088 
2,473,687 
2,004,000 
2,350,000 
2,251,438 
2,333,000 
2,155,600 
2,221,500 
3,102,340 
2,345,100 
1,747,000 
2,044,750 
2,110,000 
2,043,438 
3,035,600 
.3,047,000 
1,991,417 
1,954,200 
1,869,370 
1,967,300 
1,«96,300 
1,903,000 

i,eeo,ioo 

1,636,200 
1,643,362 
1,535,000 
1,537,000 


SBA 
SHARE 

2,623,423 
2,598,9S& 
2,583,888 
2,565,795 
2,963,504 
2,535,000 
2,436,400 
2,429,198 
2,380,633 
2,317,305 
2,308,000 
2,296,754 
2,257,580 
2,243,156 
2,222,000 
2,206,192 
2,164,250 
2,158,830 
2,107,600 
2,107,025 
2,043,217 
2,004,000 
1,997,500 
1,904,443 
1,901,448 
1,875,110 
1,846,140 
1,803,284 
1/778,254 
1,747,000 
1,727,488 
1,719,379 
1,714,442 
1,674,410 
1/621,;600 
1,603,249 
1,567,070 
1,538,746 
1,513,370 
1,446,605 
1,432,780 
1,425,890 
1,410,130 
1,398,534 
1,353,750 
1,342/468 
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fian  Tttt\aL»ao  Ra^ion&l  Offlc* 


LENDER'S  NAME 


SECURITY  PACIFIC  BAHX.  ARIZONA 

NSVAOA  CSMMUNZ'TY  BANK 

SAN  BENITO  BANK 

STERLING  BANK 

PHOENIX  LOCAL  DEVELOPMENT  CORP 

PREMIER  BANK 

RANCHO  DOMINOUBZ  BANK 

ESCOKDIDO  NATIONAL  BANK 

NATIONAL  BANK  OF  LONG  BEACH 

CENTRAL  CALIFORNIA  CDC 

FIRST  CHARTER  BANK 

SAN  DIEGUITO  NATIONAL  BANK 

LONG  BEACH  LOCAL  DEV£L  CORP 

LOS  ROBLES  NATIONAL  BANK 

GREATER  SACRAMENTO  CDC 

NATIONAL  BANK  OF  ARIZONA 

SAM  KAROOS  NATIONAL  hhHK 

COLONIAL  BANK 

NORTH  STATE  NATIONAL  BANK 

FIRST  INTERSTATE  BANK,  NEVADA 

WESTERN  BANK 

L.A.  COONTV  SMALL  BUSINESS 

WESTERN  SECURITY  BANK 

SAM  JOAQUIN  BANK 

CLOVIS  COMMUNITY  BAKK 

FEATHER  RIVER  STATE  BANK 

CHANNEL  ISLANDS  NATIONAL  BANK 

JkMERICAM  INDBPENOEMT  BANK 

WESTERN  SIERRA  HAIIOKAL  BANK 

BDC  OF  SHASTA  COUNTY 

RIO  SAIAJX>  BANK 

OOLOBN  OAK  BANK 

COUNTY  BANK  OF  MERCED 

CinZSMS.  THRIFT  &  LOAN  ASSOC. 

BANK  OF  SAN  PEDRO 

TRI  COUNTIES  BANK 

VAI2NCIA  NATIONAL  BANK 

AMERICAN  WEST  BANK 

silicon  valley  bank 
bank  of  america,  az 
8ec0rzty  pacific  bank,  ca 
bank  of  coromado 
kercantHiB  bank 
cuear  lake  national  bank 
konohent  national  bank 
oaicland  cert.  devsl  corp 


FY  1993  L2NDIMC 

VALUE  OF  LOANS 

rUMBER         LOAN 

SBA 

AMOUNT 

SHARE 

i      7        1,807,300 

309,789 

S        1,511,000 

298,900 

8        1,487,000 

277,330 

3        1,500,000 

233,000 

>   3        1,230,000 

230^000 

3        1,4«6,000 

180,300 

7        1,350,000 

125,000 

4        1,342,000 

122,950 

5        1,310,000 

108,260 

3        1,089,000 

089,000 

3       1,278,000 

083,750 

9        1,275,000 

083,750 

2     i,07«,oeo 

076,000 

6        1,274,977 

064,979 

3        1,058,000 

038,000 

3        1,373,800 

039^700 

5        1,167,7«0 

009,134 

5        1,183,000 

008,530 

S        1,201,700 

,002,720 

12        1,055,000 

904,700 

3        1,039,500 

900,575 

4          889,000 

869,000 

9        1,033,000 

870,180 

10        1,033,000 

868,950 

3        1,018,450 

see, 943 

5         987,000 

842,980 

4         998,000 

839,090 

4          940,250 

813,350 

5          959,965 

809,470 

4          795,000 

795,000 

6          916,000 

792,400 

5          9X8,000 

780, )S0 

«         913,800 

774,105 

7         916,000 

771,950 

3          931,900 

771,590 

4          901,800 

766,379 

1        1,068,000 

749,992 

1        1,140,000 

749,802 

4        1,100,000 

749,780 

1        1,648,000 

738,000 

9          774,000 

696,600 

3          793,000 

880:,  T90 

2          757,000 

645,700 

2          740,000 

629 , OOO 

3          735,000 

626,500 

1          620,000 

620,000 
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8an  ?rftnciaco  Rogion*!  orfice 


LEKDER'S    NAM£ 


GOMMONXTY   rXRSX   BAKK 

VAU<EY  HERCHAlfTS    BANK 

CALIBEK  BANK 

KOOTHILL  COMMUNITY   BANK 

STAWlSIAaS   CODHTY   CDC 

SUN  STATE   BANK 

TRACY/SAN  J(iAOniM   CDC 

BANK  OF  N£VfPORT 

STOCKMEN'S   BANK 

PIONEER  CITIZENS   BANK,    NT5VAJ>A 

BANK   OF   ASBJtCUIiTUKB    6    COMMERCE 

NEVADA  STATE  BANK 

FDXC/C0Un4BIA  BANK 

SCOTT  VALLBY  BANK 

HANK  Of  OHE  SIERRA 

COMMERCIAL  INDUSTRIAL  CDC 

INLAND  OOKMUNITY  BANK 

ANERICXK  BANK  OF  COMMERCE 

AMADOR  ECONOMIC  DEVEL  CORP 

SUN  CZT:;  bank 

OAK  VALLSY  COMMUNITY  BANK 

KINGS  RIVKR  STATE  BANK 

GR08SH0NT  BANK 

CITY  BANK 

AMERICAN  NATIONAL  BANK 

FIRST  NATIONAL  BANK  OF  MARIN 

FARMERS  &  MERCHANTS  BANK 

BANK  OF  GUAM 

OLYMPIC  NATIONAL  BANK 

DESERT  SUN  BANK 

TULARE  COUNTY  CDC 

SONOMA  VALLEY  BANK 

CONTINENTAL  NATIONAL  BANK 

IMPERIAL  BANK 

ROMBOUDI  BANK 

AMSRICAN  RIVSR  BANK 

STC/OELU^  SAVINGS  BANK 

BANK  OF  AMADOR 

FIRST  AMERICAN  NATIONAL  BANK 

ARVIK  DBVBLOPMSNT  CORPORATION 

BANK  OF  PBTALUMA 

AHTEZiOPB  VAZiliEY  IiOCAL  DSV.  CO 

CROKN  CDC  OF  KZNdlS  COUNTY 

GUARDIAN  STATE  BANK 

REPUBLIC  NATIONAL  BANK 

BANK  OF  SANTA  MARIA 


FY  1992 

LENDING 

VALUE  OF 

LOANS 

rUMBER 

LOAN 

SBA 

AMOUNT 

SHARE 

3 

723,250 

606,100 

5 

«S7,750 

696,478 

4 

743,000 

594,400 

4 

«««,800 

573,210 

2 

5ei,ooo 

561,000 

5 

642,000 

553,200 

1 

537,000 

537,000 

3 

635,000 

522,850 

2 

625,000 

317,300 

4 

584,901 

504,861 

J   1 

590,000 

501,500 

4 

577,307 

498,211 

2 

615,000 

496,000 

1 

370,000 

484,500 

3 

575,000 

482,300 

3 

464,000 

464,000 

3 

528,000 

461,350 

6 

517,000 

449,410 

2 

430,000 

430,000 

1 

500,000 

425,000 

3 

469,000 

406,100 

1 

479,000 

402,360 

4 

453,000 

400,950 

S 

580,000 

391,300 

4 

569,600 

380,558 

4 

415,000 

363,250 

3 

412,500 

338,375 

4 

400,000 

35^000 

a 

408,730 

354,875 

2 

424,000 

354,200 

1 

352,000 

392,000 

2 

415,000 

344,180 

2 

404,492 

340,394 

a 

400,000 

340,000 

1 

388,000 

329,800 

a 

364,726 

315,017 

3 

365,000 

310,250 

5 

348,700 

309,818 

i 

394,000 

302,400 

a 

303,000 

302,000 

1 

350,000 

297,300 

1 

299,000 

29S,000 

1 

261,000 

261,000 

1 

300,000 

255,000 

2 

287,500 

238,000 

1 

286,000 

233,280 
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s&h  Pr&neiaoe  Rsglonal  otticm 
FY  1992  IXHOZNC 
VAUTZ  or  XJOXMS 


LENDER'S  NAHS 


nM7   CITXZMSB    BANK 

BOTTS  COONTY  EDO 

WESTS  IDE  BAIfR 

BMW  OP  LOS  AMQEIiBS 

PTIC/MISSION  VIEJO  NATL.  HXIOC 

FIRST  VALLEY  NATIONAL  ftXMK 

ALANSDA  FXR£T  KATIONAZ.  BANK 

LOS  KSDAKOS  FUND  COC 

MONARCH  BANK 

MXNSKAIi  KTNC  NATIONAL  BANK 

BANK  or  WOODLAND 

CALIFORNIA  VALLEY  BAKX 

RBDDIWO  BANK  OT   COMMERCE 

NORWMT  BANK,  ARIZONA 

METROPOLITAN  NATIONAL  BANK 

FIRST  CREDIT  BANK 

MID  VALLEY  BANK 

SANTA  MONICA  BANK 

AMBRICAK  ZMTESHATXONAL  BAl^ 

SUMZTOKO  BANK,  CA 

cEimua  PACIFIC  bank 

SVRBTV  FEDERAL  SAVTMflS  BANK 

FIRST  CONTIMBNXAL  BANK 

BANK  OF  USA 

BANK  AODI  (CALIFORNIA) 

EXCHANSE  BANK 

FIRST  CAT.TPORNXA  BAKK 

MOHAVE  STATE  BANK 

TOKAI  BANK  OF  CALIFORNIA 

PENINSULA  BAKK  OF  SAN  DIEGO 

CENTRAL  COAST  NATIONAL  BANK 

DAI-ICHI  KANSVO  BANK,  CA 

FOUNDERS  NATIONAL  BANK  OF  L.A. 

LZBERTY  BANK 

SAN  DZEOO  FIRST  BANK 


[BRR 

LOAN 

8BA 

AMODMT 

SilARZ 

360,000 

232,400 

232,000 

232,000 

270,000 

229,500 

264,000 

224,400 

275,000 

234,000 

365,000 

319,738 

250,000 

212,500 

200,000 

200,000 

235,000 

199,750 

231,000 

199,350 

230,000 

195,500 

222,000 

191,300 

330,000 

187,000 

215,000 

183,500 

200,000 

177,500 

200,000 

170,000 

200,000 

170,000 

160,000 

13  6,000 

190,000 

135,000 

190,000 

135,000 

145,000 

130,360 

138,000 

111,090 

123,200 

110,880 

117,000 

105,300 

100,000 

90,000 

100,000 

85,000 

97,700 

83,049 

91,700 

82,530 

89,000 

72,250 

65,000 

58,500 

SO, 000 

45,000 

50,000 

46,00O 

30,000 

45,000 

50,000 

45,000 

50,000 

45,000 

TOTALS 


4401    1,480,485,359    1,211,106,266 


70-190  0-94-4 
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SaorAasnUd  Branch  Otiioa 


?Y   1«»2  LSKOXNG 
VKUJZ   OF  LOANS 


ZANDER'S  KAM2 


KtJKBER 


liOAH 

AMoinrr 


SHARE 


SAOtAMSNXO  CONHSRCIAIi  BANK  94 

TRUCKES  RTVBR  8AMK  «l 

MOMEV  STOWS  IKVESTMBNT  CORP.  »0 

EOF  OF  SXCSAMZHTO  22 

BANK  OF  COMSRCS  (AUBURN)  14 

TRACY  FEDERAL  BAKK  16 
SACRAMENTO  FIRST  NATIONAL  BANK  11 

COUNTRY  NATIONAL  BANK  13 

BANK  OF  LODZ  12 

KELLER  FIRST  CAPITAL  9 

EAST  COUMTV  BANK  6 

NORTH  VALLEY  BANK  12 

CALIFORNIA  STATEHIDS  CDC  5 

PACIFIC  STATE  BANK  7 

GOVERNMENT  FUNDING  CALBIDCO  10 

FIRST  INTERSTATE  BANK,  CA  7 

GREATER  SACRAMENTO  CDC  3 

ZXONS  1ST  NATIONAL  BANK  3 

NORTH  STATE  NATIOKAt  BANK  S 

BANK  OF  AMERICA  7 

FEATHER  RZVBR  STATE  BANK  S 

WESTERN  SZSRRJk  KXTIONAL  BANK  9 

2DC  OF  SHASTA  COUNTY  4 

TRZ  COUNTIES  BANK  4 

PACIFIC  VALLEY  NATIONAL  BANK  2 

KSRCANTIU!  BANK  2 

8UXSUN  VALUSY  BANK  2 
CALIFORNIA  BUSINESS  BANK 
FOOTHILL  COKKUNZTY  BANK 
TRACY/SAN  JOAQUIN  CDC 
SCOTT  VAUUSY  BANK 
VAZAKY.aANX  OF  NEVADA 
AttXDOIt  eOONOKXC  OEVEL  CORP 

U.S.  BAmc  or  California 

SSANISIADB  COUNTY  CDC 
AHBRIGAN  RIVER  BANK 
AANX  OF  AHKDOR 
FARMERS  A   MERCHANTS  BANK 
MELL8  FAR16O  BANK 
BUTTE  COUNTY  EDC 
HESTSIDB  BkKK 
CALIFORNIA  SECURITY  BANK 
BANK  OF  WOODLAND 


27,014,633 
15,635,687 
12,fil4,173 
7,854,000 
5,»0»,792 
5,699,600 
4,426,100 
3,114,000 
3,000,500 
2,928,400 
2,603,400 


2,603,400 

2,573,798 

2,000,000 

2,251,438 

2,258,410 

1,792,500 

1,058,000 

1,175,500 

1«201,700 

990,000 

987,000 

959,965 

79S,000 

901,500 

607,000 

757,000 

760,000 

734,000 

666,800 

537,000 

570,000 

5X1,000 

43(>,000 

492,000 

362,000 

364,736 

348,700 

292,600 

883,900 

232,000 

2:^0,000 

334,500 

230,000 


22,478 

12,483 

10,235 

7,854 

4,831 

4,592 

3,587 

2,583 

2,565 

2,335 

2,215 

2,206 

3,006 

1,904 

1,881 

1,311 

1,058 

1,006 

1,002 

856 

842 

809 

796 

766 

685 

645 

622 

594 

573 

537 

484 

442 

430 

394 

362 

315 

309 

250 

240 

232 

239 

199 

195 


,262 
,150 
,800 
,000 
,688 
,922 
,180 
,888 
,795 
,820 
,390 
,192 
,000 
,443 
,428 
,375 
,000 
,488 
,720 
,000 
,980 
,470 
,000 
,375 
,950 
,700 
,000 
,540 
,210 
,000 
,500 
,100 
,000 
,400 
,000 
,017 
,818 
,375 
,975 
,000 
,500 
,325 
,900 
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S&crknttnto  Br&nch  Off^oe 


ry    1993    I<ENDXHG 
VKUJZ   or   LOAltS 


iSMOtR'B   MAMS 


XOAH  ' 

AMOumr 


8SA 

SHASB 


WSSTAIUERICA  BANK  1 

RSDDINC  BAHK  OT   COMMERCE  1 

KID  VXLLEV   BANX  •    1 

UNION   BANK  1 

CITIZENS  THRirr   &  liOAM  ASSOC.           1 

CAtirORNIA  VALLEY  BANK                           X 

DIRECT  1 


224,000 
220,000 
200,000 
169,400 
100,000 
52,000 
40,000 


190,400 

187,000 

170,000 

160,990 

90,000 

46,800 

40,000 


TOTALS 


406 


119,816,222 


101,009,466 
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Pag* :   I 
XO/09/92 

San  Francisco  District:  0££ica 

FY  1992  liBHDIVQ 
VfiVm   or  LOAN& 

LEKOER'S  NAME           MUKBBR  I/OAM  8Bk 

AMOUHT  SHARE 

HOMZY  3rORS  XtrVXdTMEKT  CORP.  80  32,9S4,flOO  26,317,005 

TJtUCKEE  RIVER  BAKK  05  22,673,343  18,^4  8, 445 

COAST  COMMERCIAL  BANK  68  21,795,875  16,488,300 

TRACY  FEDERAL  BAKK  39  22,544,600  15,989,364 

HELI£S  FIRST  CAPITAL  47  18,860,330  14,991,378 

BAY  AREA  BOSZNESS  CDC  28  14,905,000  14,777,500 

BANK  OF  OAKLAND  44  14,099,600  11,867,637 

,  SACRANZNTO  COKKERCIAL  BAKX    .  58  13,942,250  11,221,970 

PACIFIC  WESTBRH  BANK       .  38  12,794,829  9,956,527 

SAY  AREA  SHPLOYH£NT  CDC  19  8,598,000  8,598,000 

EAST  COUNTY  BANK  33  9,914,700  8,199,103 

BAY  BANK  OP  COMMERCE  46  10,17fi,855  7,977,5X9 

GrOVSXHMEKT  FUNDING  CALBXOCO  24  9,672,100  7,840,702 

SONOMA  NATIONAL  BANK  26  9,446,200  7,358,978 

CALIFORNIA  BUSINESS  BANK  23  8,332,100  6,945,310 

COHKS&CIAL  BANK  SAN  FRANCISCO  21  7,937,185  6,343,345 

BANK  OF  COMMERCE  (AUBURN]  21  7,397,816  5,984,144 

NATIONAL  BANK  OF  THE  REDWOODS  21  6,901,000  5,386,323 

LIBERTY  NATIONAL  BANK  22  6,149,275  5,088,014 

CONCORD  COKMERCZAIi  BANK  25  6,043,360  5,025,337 

CUPERTINO  NATIONAL  BANK  23  5,991,450  4,816,865 

BORLINGAHE  BANK  14  4,374,700  3,599,190 

BANK  OF  AMERICA  23  3,353,100  2,900,406 

SIX  RIVERS  NATIONAL  BANK  10  3,419,000  2,719,226 

SAN  JOSS  NATIONAL  BANK  15  3,819,081  2,673,811 

BARBARY  COAST  NATIONAL  BANK  13  2,760,000  2,380,633 

CALIFORNIA  SECURITY  BANK  7  2,088,500  1,761,225 

ARCATA  BDC  3  1,747,000  1,747,000 

SUISOM  VALIBY  BANK  7  1,909,600  1,635,580 

WESTAMERICA  BANK  8  1,878,240  1,612,884 

U.S.  BANK  OF  CALIFORNIA  7  1,498,417  1,208,849 

SACRAMENTO  FIRST  NATIONAL  BANK  4  1,220,000  1,081,560 

1ST  NAT  BARK  OF  CENTRAL  CA  4  995,000  847,500 

SILICON  VALLEY  BANK  4  1,100,000  749,750 

MONTEREY  COUNTY  BANK  1  882,000  749,700 

SAN  BENITO  BANK  3  835,000  7X3,780 

CLEAR  LAKE  NATIONAL  BANK  2  740,000  629,000 

OAKLAND  CERT.  DEVEL  CORP  1  620,000  620,000 

DIRECT  8  525,000  525,000 

WELLS  FARGO  BANK  3  620,000  918,000 

BANK  OF  AGRICULTURE  6  COMMERCE  1  690,000  501,600 

FIRST  INTERSTATE  BANK,  CA  3  460,000  395,600 

CALIFORNIA  STATEWIDE  CDC  1  367,000  367,000 

FIRST  NATIONAL  BANK  OF  MARIN  4  415,000  363,250 


Page  >   2 
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San  Francisoo  Diatrlet  offioa 

py  1992  LEHDINS 
VAZAJE  OP  LOAMS 


LENDER'S  NAME 


KUMBSR 


LOAK 
AMOUNT 


SBA 


SOHOKA  VALLEY  BMfV.  2 

HUMBOLDT  BANK  1 

VALLZV  BANK  OF  Nevada:  3 

UNION  BANK  1 

BANK  OF  PETALUMA  1 

CITIZENS  THRIFT  &  LOAM  ASSOC.  2 

ALAMEDA  FXJtST  NATIONAL  BANK  1 

LOS  MEDANOS  FUND  CDC  1 

KETROPOLXTAN  NATIONAL  BA^rR  2 

ITT  SMALL  BUS.  FINAU  CORP.  1 

SUMITOMO  BANK,  CA  1 

SURBTY  FEDERAL  SAVINGS  BANK  1 

SXCHANSE  BANK  1 

BANK  OF  INDUSTRY  1 

BANK  OF  SAIiXNAS  1 

TOTALS  *37 


419,000 
388,000 
339,000 
3S3,$44 
350,000 
335,000 
250/000 
200,000 
200,000 
161,000 
150,000 
138,000 
100,000 
75,000 
50,000 
3X0,877,950 


344,190 

329,800 

301,900 

300,852 

297,900 

271,150 

212,500 

200,000 

177,500 

136,850 

135,000 

111,090 

85,000 

60,000 

45,000 

252,569,303 
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Flrasno  District  0££iea 


LSKDBR'S  tuns 


RSaRNCY  BMiK 

PACIPZC  VALUCY  HATZONAZi  BMOC 

TRACY  FEDERAL  BAliK 

M0K2V  STORE  ZKVESTHENT  CORP. 

VISALZA  COMHOKXTY  BANK 

C0MKKRC8  BANK,  5AH  lOlB   OBISPO 

MONTEREY  COUKTY  BANK 

HELLER  FIRST  CAPITAL 

MID  STATE  OEVELOSMENT  CORP 

MODESTO  BAtlKIKG  COMPANY 

GOVERNKEKT  FUNDING  CALBtDCO 

BANK  OF  AMERICA 

BANK  OF  SALINAS 

FIRST  BANK  OF  SAN  LOIS  OBISPO 

1ST  NAT  BANK  OF  CENTRAL  CA 

SACRAMENTO  COMMERCIAL  BANK 

FIRST  NATL  BANK  OF  CENTBAX.  CX 

BANK  OF  FRESNO 

CDPBRTiNO  NATIONAL  BANK 

COAST  COMMERCIAL  BANK 

CENTRAL  CALIFORNIA  CDC 

MBCUANZCS  NATIONAL  BANK 

HACIENDA  NATIONAL  BANK 

TKUCKEE  RIVER  BANK 

CENTRAL  COAST  CDC 

FIRST  INTERSTATE  BANK,  CA 

SAN  OrOAQUXN  BANK 

CLOVIS  COMMONITY  BANK 

GOLDEN  OAK  BANK 

COONTY  BANK  OF  MERCED 

MONUMENT  NATIOKAL  BANK 

PACIFIC  MESTERN  BANK 

COMMONITy  FIRST  BANK 

BANK  OF  OAKLAND 

BAN  BENITO  BANK 

BANK  or  TKB  SIERRA 

VEZX5  FARGO  BANK 

BANMI  BANK 

OAK  VALLEY  COMKUNXTY  BANK 

KINGS  RIVER  STATE  BANK 

TUZARE  COUNTY  CDC 

ITT  SMALL  BUS.  FIMAN  CORP. 

DIRECT 

ARVIM  OEVELOFMSHT  CMtPORATZON 

CROWN  CDC  OF  ICINGS  COUNTY 


FY  l»d2 

LENDING 

VALUE 

OF  LOANS 

fMBER 

LOA» 

SBA 

AMOUNT 

8EAR2 

30 

13,336,000 

10,275,772 

31 

7,683,400 

6,502,204 

16 

9,324.S0O 

6,263,446 

20 

6,527,024 

5,131,094 

14 

4,305,000 

3,600,804 

16 

3,870,000 

3,220,435 

17 

3,796,300 

3,202,000 

10 

3,536,400 

2,834,710 

12 

2,718,000 

2,718,000 

8 

3,318,995 

2,623,423 

9 

2,966,000 

2,471,250 

10 

2,742,000 

2,327,500 

9 

3,208,500 

2,251,754 

IS 

2,690,000 

3,164,350 

8 

2,354,800 

2,012,880 

?■ 

2,212,000 

1,845,100 

6 

1,954,200 

1,567,070 

IS 

1,967,300 

1,513,270 

2 

2,149,000 

1,499,909 

4 

2,640,000 

1,471,700 

3 

1,089,000 

1,089,000 

3 

1,330,000 

1,055,000 

6 

1,220,300 

1,026,891 

3 

1,191,400 

963,265 

3 

895,000 

895,000 

2 

1,050,000 

881,500 

10 

1,035,000 

868,950 

3 

1,018,430 

866,943 

5 

918,000 

780,350 

6 

913,800 

774 , 105 

3 

733,000 

626,500 

2 

727,500 

618,375 

3 

723,290 

606,100 

2 

660,000 

568,000 

5 

652,000 

563,570 

3 

575,000 

482,900 

1 

675,000 

499,000 

2 

510,500 

441,575 

3 

469,000 

406,100 

1 

479,000 

402,360 

1  . 

352,000 

352 , 000 

2 

395,000 

339,790 

3 

330,000 

330,000 

2 

,302,000 

302 , 000 

1 

261,000 

261,000 
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rreano  District  Office 

ry  1992  liENDINC 
VALUE  or  LOANS 


LSKDSR'S  HAME 


rZSST  KXTIOMAL  BANK  OF  VENTURA 
CALZ70RNXA  STATEWIDE  CDC 
PACIFIC  INLAND  BANK 
MINKJtAL  KING  NATIONAL  BANK 
STANISLAUS  COUNTY  CDC 
CITIZENS  TKRIPT  &  LOAN  ASSOC. 
CALIFORNIA  SECURITY  BANK 
CALIFORNIA  VALLEY  BANK 
WESTERN  UNITED  NATIONAL  BANK 
FARMERS  &  KSSOIANTS  BANK 
VALLEY  BANK  OF  NEVADA 
GOLETA  NATIONAL  BANK 
CENTRAL  COAST  NATIONAL  BANK 
SECURITY  PACIFIC  BANK,  CA 

TOTALS 


NUMBER 

LOAN 

SBA 

AMOUNT 

SHARE 

261,000 

221,850 

208,000 

208,000 

250,000 

200,800 

231,000 

199,350 

199,000 

199,000 

221,000 

176,800 

173,000 

147,050 

170,000 

144,500 

128,500 

115,660 

120,000 

108,000 

77,000 

69,300 

55,000 

49,500 

30,000 

45,000 

50,000 

45,000 

348     104,014,719 

83,362,200 

100 


liM  Angelas  Dlatriet  Offle* 

FY  1992  LEVDXKG 
VKWZ   OF  L0AK8 


LSHOBR'S  KMIS 


mmBSR 


OOVERMMSNt  FOHDXNO  CXZAZOCO  159 

MECHANICS  KATIOKXL  BANK  83 

AMERICAN  PACIFIC  STATE  BANK  70 

BANK  OF  COMMBKCB  58 

HONZY  STORE  ZNVES2MEHT  CORP.  38 

HAMMX  BANK  38 

GENEXAL  BANK  34 

QDSBN  Ciry  BANK  39 

KXD  CITY  BANK  37 

UBERTY  NATIONAL  BANK  34 

CAUKOKNIA  STATE  BANK  31 

NATIONAL  BANK  OP  CALIFOKNIA  23 

FRONTIER  BANK  32 

CALIFORNIA  STATEWIDE  CDC  IS 

GARFIELD  BANK  21 

IND08TRXAL  BANK  30 

CALIFORNIA  CENTER  BANK  18 

WESTERN  UNITED  NATIONAL  BANK  19 

GOLETA  NATIONAL  BANK  27 

COAST  BANK  17 

ANTELOPE  VALLEY  BANK  18 

WESTERN  eOHHONITY  BANK  8 

FIRST  ZNTEIWATZONAL  BAKK  12 

FIRST  NATIONAL  BANK  OF  7ENT0RA  IS 

CAPITAL  BANK  OF  CALIFORNIA  10 

BANK  OF  INDUSTRY  11 

PACIFIC  INLAND  BANK  « 

BANK  OP  SAN  DIESO  5 

ELDORADO  BANK  5 

BAY  CITIES  NATIONAL  BANK  10 

TRACY  FEDERAL  BANK  5 

EL  SSCttmOO  FIRST  NATIONAL  BANK  7 

CHARTER  PACIFIC  BANK  8 

UNION  BAKK  7 

LA  HABRA  LOCAL  OEVEL  CO  INC  4 

BANK  OF  YORBA  LINDA  5 

LANDMARK  BANK  2 

WZLSHXRE  StATB  BANK  6 

CAMARILLO  COMMUNITY  BANK  4 

WIISHIBS  CDITBR  BANK  6 

VENTURA  COUNTY  NATIONAL  BANK  4 

QOLDBN  PACIFIC  BANK  5 

REPUBLIC  BANK  3 

CENXRXL  COAST  CDC  S 

PREKIZR  BANK  3 


LOAN 
AMOUNT 


«3, 697,990 

28,010,100 

27,894,S00 

2«, 521, 450 

21,205,000 

14,382,100 

13,704,090 

13,938,929 

13,774,413 

12,845,191 

12,981,000 

11,346,300 

10,694,500 

8,638,000 

9,172,875 

8,276,370 

7,865,529 

6,452,190 

6,404,006 

5,682,500 

9,808,064 

6,398,530 

4,437,000 

4,246,800 

3,903,431 

4,701,750 

3,666,000 

2,765, 5«0 

2,849,120 

2,580,200 

2,831,250 

2,542,088 

2,221,500 

2,173,000 

1,825,000 

2,123,875 

2,213,000 

2,110,000 

1,869,370 

1,794,760 

1,696,300 

1,671,300 

1,635,000 

1,327,000 

1,466,000 


SBA 

SklARB 

SI,  469,,  783 

22,110,090 

21,653,722 

21,34S^:,035 

16,685^675 

11,979,664 

11,386,170 

11,110^546 

10,763,990 

10,39f,933 

»,433:/972 

9,210,305 

8,883|>611 

8,638vOOO 

7,016,294 

6/901,829 

6,337,710 

3,395,748 

5,145,550 

4,697,898 

4,377,671 

4,310,674 

3,625y»9l 

3,59^,605 

3,243^099 

3,144,388 

2,303,308 

2,259,248 

2, 188!  y  001 

2,15S,830 

2,110,959 

2,107,025 

l,846i,i40 

1,8401^300 

1,829,000 

1,808,294 

1,733,870 

1,719,379 

1,528,746 

1,814,988 

1,446,605 

1,423^,629 

1,353<,750 

1,327,000 

1,160|300 
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Loa  Xn9*l«B  Dlatrict;  Offlc* 


LBNDEIl'S  KAKE 


HUNTIWaTON  NATIONAL  BANK 

KAliCHO  DOMXIfSUSZ  BANK 

rOIC/MISION  VIEJO  NATL.  BAWK 

SANK  OP  ANAHZIK 

NATIONAL  BANK  0?  LONG  BSACH 

LONG  B£ACH  LOCAL  DEVZL  CORP 

LOS  J10BI£S  NATIONAL  BAMX 

ORANGE  NATIONAL  BANK 

NATIONAL  BANK  OF  SOUTHERN  CA 

FIR5T  CHARTER  BANK 

CAL-WEST  NATIONAL  BANK  . 

WESTERN  BANK 

L.A.  COUKTY  SMALL  BUBXNES5 

SASBAN  BANK 

OXRECT 

CHAKK2L  ISLANDS  NATIONAL  BANK 

AMERICAN  INDEPENDBNT  BANK 

BANK  OF  AMERICA 

BANK  OF  SAN  PBDRO 

COLONIAL  BANK 

VALENCIA  NATIONAL  BANK 

AMERICAN  WEST  BANK 

KARJNHRS  BANK 

ITT  SatALL  BUS.  FINAN  CORP. 

VAULBY  BANK  OP  NEVADA 

INTERNATIONAL  CITV  BANK 

STERLING  BANK 

SUNWEST  BANK 

EACIEHDA  NATIONAL  BANK 

OLVICPIC  NATIONAL  BANK 

BANK  OF  NEWPORT 

ZMPBOAL  BANK 

RTC/SEIJIA  SAVINGS  BANK 

ANTELOPE  VALUn  LOCAL  OEV.  CO 

BANK  OF  SANTA  KARIA 

BANK  OF  LOS  ANGELES 

FIRST  VALLEV  NATIONAL  BANK 

eiTIZBNfl  THRIiT  ft  LOAN  ASSOC. 

TTRfiT  CRIDTT  BANK 

SANTA  MONICA  BANS 

AKERICAN  INTERNATIONAL  BANK 

FIRST  CONTINENTAL  BANK 

BAHK  fcnnr  (rfcT.TwnBHTk) 

HELLSR  FIRST  CAPITAL 
FOXC/KZSSION  VXSJO  NATL.  BANK 


FY  199 2  LENDING 

VALUE  OF  LOANS 

NUMBER         LOAN 

SBA 

AMOUNT 

SHARE 

3        1,428,000 

,174,443 

7        1,350,000 

,125,000 

3        1,437,500 

,121,574 

2        1,347,342 

,120,221 

S       1,310,000 

,108,260 

Z                1,076,000 

,076,000 

6       1,274,977 

,064,979 

3       1,283,300 

,061,262 

1       1,200,000 

999,960 

2        1,175,000 

998,750 

10       1.112,000 

960,688 

3        1,059,500 

900,678 

4         869,000 

889,000 

4        1,047,000 

871,600 

5          870,000 

870,000 

4         »»«,000 

839,050 

4         940,250 

813,350 

a          904,000 

789,000 

3          93L,S00 

771,390 

4          890, SOO 

759,925 

1       1,068,000 

749,992 

1        1,140,000 

749,892 

1         875,000 

700,000 

5         805,000 

696,900 

2          798,800 

648,980 

3         747,000 

616,180 

2          «00,000 

495,000 

1         490,000 

382,500 

4         423,062 

371,643 

2         408,750 

354,875 

a         425,000 

352,790 

1         400,000 

340,000 

3        3fif5,onn 

310,250 

1         295,000 

295,000 

1         288,000 

233,280 

1         364,000 

224,400 

1         265,000 

219,738 

a       i«)o,ooo 

1^1,000 

1       aoo, 000 

170,000 

1         160,000 

136,000 

1         150,000 

133,000 

1         123,200 

110,880 

J          lOn.oOO 

00,000 

1         100,000 

90,000 

1          80,000 

68,000 
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Z«a  Xn^eles  Dlstriot  0£fiic* 


LSNDBR'8  NAMS 


SECURITY  PACIFIC  BANK,  CA 
DAI-ICHI  KANGYO  BANK,  CA 
FIRST  AMERICAN  CAPITAL  &ANK 
FOUNDERS  NATZOKAL  BANK  OP  L.A. 

TOTAXiS 


FY  1>92 
VALTO 

I£NDIMG 
OF  I/OANS      . 

KUMBSR 

LOAM 

AMODNT 

6BA 

SHAItB 

I 
1 
X 
1 

70,000 
50,000 
50,000 
50,000 

«3,000 
45,000 
45,000 
45,000 

1105 

487, 

,463,112 

344, 

r745,903 
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Santa  An«  District  office 


FY  1993  LENDING 
VKUn   or  LOAMS 


LBHOSR'S  MAKE 


XONSV  STOKE  ZNVE8T11ENT  COKT. 

MECHANICS  VATZONAL  BANK 

COVZRMNSNT  rUNDIKC  CALBIDCO 

KID  CITX  BAMX 

T.TBKRTY  NATIONAL  BANK 

ELDORADO  BAMX 

BANK  or  COXMSRCE  ' 

ORANGE  NATIONAL  BANK 

BANK  or  XOKBA  LINDA 

LANmARK  BANK 

SVNWEST  BANK 

TRACV  FEDERAL  BANK 

SANTA  ANA  CITY  LDC 

7ALLBR00K  NATIONAL  BANK 

INSSTERH  COMXDKXTY  BANK 

GOLDEN  PACI7IC  BANK 

QUZEN  CITY  BANK 

U  HAM*  JClCM,   nWTBL  TO  IKC 

BANK  OP  SAN  DIEGO 

RIVERSIDE  COUNTY  CDC 

CALXrOlWrXA  5TAT8  BANK 

PACIFIC  lULAND  BANK 

FIRST  AMERICAN  CAPITAL  BANK 

8m  eo«my  bank 

FRONTIER  BANK 
NORTH  CODMTV  BANK 
OENZRAL  BANK 

CAPITAL  BANK  07  CALIFORNIA 
ME8T  VALLY  CDC 
BANK  OF  ANAHEIM 
DESERT  COMMUNITY  BANK 
. BANK  OF  BAN  BERNARDINO 
AMERICAN  PACIFIC  STATE  BANK 
GARFIELD  BANK 

NATIONAL  BANK  OF  S0DT8ERN  CA 
HDNTIN9T0N  NATIONAL  BANK 
VALLEY  BANK  OF  NEVADA 
FIRST  INTERNATIONAL  BANK 
NATIONAL  BANK  OF  CALIFORNIA 
COAST  BANK 
DIRECT 

MARIMKRS  BANK 
HANMI  BANK 
INDOSTKIAL  BANK 


ER 

LOAN 

«BX 

ANOUMT 

SHARE 

50 

23,087,000 

18,260,725 

58 

21,712,570 

17,286.734 

41 

18,533,038 

15,029,619 

40 

17,577,834 

14,400,221 

32 

14,888,«00 

12,302,694 
10,607,985 

27 

13,740,784 

33 

11,149,020 

8,919,216 

11 

9,S43,544 

8,189,029 

19 

10,191.200 

7,907,360 

XI 

6,610,367 

5,204,449 

12 

6,272,800 

5,16!L,120- 

7 

7,510,000 

4,569,947 

6 

4,302,000 

4,302,000 

10 

4,436,473 

3,771,002 

12 

4,547,800 

3, 74?, 570 

It 

4,778,500 

3,667,995 

IS 

4,670,192 

3, 572, US 

9 

3.884,000 

3,111,000 

7 

4,216,961 

3,416,580 

7 

3,318,000 

3,218,000 

11 

U,B9*,B00 

2,809,189 

7 

3,515,640 

3,78)1,794 

11 

3,267,051 

2,743,22fr 
2,717,430 

17 

3, ass, 000 

€ 

3,334,700 

2,713,238 

8 

3,479,700 

2,706,X3D 

S 

3,123,000 

2,640,000 

5 

3,034,490 

3,40^, 995 
2,309,000 

S 

2,308,000 

4 

3,427,000 

2,29^,586 

11 

2,557,027 

2,150,404 

7 

3,333,000 

1,90^,448 

7 

2,598,000 

1,639,400 

9 

2,177,000 

1,751,267 

a 

3,04B,.200 

1,749,920 

s 

1,988,868 

1,433,388 

l,59i,575 

« 

1,899,500 

3 

1,723,000 

1,390,023 

4 

1,730,000 

1,384,000 
1,296, 38» 

e 

1,528,876 

14 

1,310,500 

1,216,500 

4     . 

1,160,600 

974,410 

3 

1,020,000 

881,037 

2 

982,000 

823,797 
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S«nt&  Ana  Distrlet  Offlc«. 


LEHOER'S  NAMS 


ZHTBRNXTIONAL  CZXy  BANK 

SASKAM  BAJIK 

HBSTEBN  UNITED  KATIOMAL  BAJQC 

2XOH8  1ST  NATZOMXL  BAlfK 

STEKLZKS  BANK 

FDIC/MISION  VX)fc3fO  NATL.  BAI«K 

BANK  OF  AMERICA 

CALXrORNXA  CENTER  BANK 

VALLEY  K£RC31ANTS  BANK 

SAN  DXSSO  TRUST  &  SAVINGS  BANK 

HXZiliER  FXRfiT  CAPITAL 

INLAND  COMMUNITY  BANK 

ITT  SHALL.  BOS.  FIHAN  CORP. 

BANK  OF  tNOUSTRV 

CAL-WBST  NATIONAL  BANK 

COLONIAL  BANK 

UNION  BANK 

WILSHIRE  CENTER  BANK 

HONARCa  BANK 

SEOIRZTY  PACIFIC  BANK,  CA 

BANK  07  NEWPORT 

FDIC/KZSSZON  VZZJO  NATL.  BANK 

FIRST  XNTERSTATE  BANK,  CA 

FIRST  CBARI£R  BAMIK 

TOKAI  BANK  OF  CALIFORNIA 

CZXZZSNS  THRIFT  i   XJOAN  ASSOC. 

TOTALS 


FY  1992 

LENDING 

VALUE 

OF  LOANS 

NUMBER 
AMOUNT 

LOAN 
SHARE 

SBA 

i,a.5s,ooo 

816,600 

1,009,000 

730,000 

1,000,000 

750,000 

1,000,000 

•JSOfOOO 

900,000 

738,000 

807,600 

656,680 

733,300 

683,660 

731,750 

645,575 

««7,7«0 

396,475 

700,000 

593,000 

&20,000 

527,768 

528,000 

461,350 

518,000 

456,700 

515,000 

413,500 

435,000 

381,780 

392,500 

248,625 

250,000 

212,550 

250,000 

212,500. 

233,000 

199,750 

319,000 

193,900 

210,000 

170,100 

195,000 

156,000 

113,758 

104 , 162 

100,000 

85,000 

85,000 

72,250 

70,000 

63,000 

6S7 

264,546,881 

214,537,729 
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San  Dis^o  District  o£fle« 


LSNOBR'8   NAME 


SHARE 


BAHK  OF   COKMZRCE 

SAK   DIKOO   COUNTV   CDC 

NORTH  COtJNTY  BANK 

BANK  or  SAN  DIEGO 

MONEY  STOR£  INVESTMENT  CORP. 

FIRST  INTBRKATIONAL  BANK 

BANK  OF  AMERICA 

CAPITAL  BANK  OF  CARLSBAD 

PACIFIC  COMMERCE  BANK 

SAN  DIEGO  TRUST  &  SAVINGS  BANK 

VALLEY  INDEPENDENT  BANK 

AMERICAN  VALLEY  BANK 

CUYAXACA  BANK 

FALLBROOX  NATIONAL  BANK 

ITT  SMALL  BUS.  FtMAN  CORP. 

SAN  DIEGOITO  NATIONAL  BANK 

TRACY  FEDERAL  BANK 

UNION  BANK 

WELLS  FARQO  BANK 

BANK  OF  SOUTHERN  CALIFORNIA 

SAN  KASCOS  NATIONAL  HANK 

ESCONDIDG  NATIONAL  BANK 

GOVERNMENT  FUNDING  CALBII)CO 

OROSSKONT  BANK 

SECURITY  PACIFIC  BANK,  CA 

COMMERCIAL  INDDSTRXAL  COC 

FIRST  WESTERN  BANK 

VALLEY  BANK  OF  NEVADA 

BANK  OF  CCfRONAOO 

QOSEN   CITY   BANK 

DESERT  COMMUNITY  BANK 

JXCRECT 

FIRST  AMERICAN  CAPITAL  BANK 

FIRST  CALIFORNIA  BANK 

FIRST  INTERSTATE  BANK,  CA 

LIBERTY  NATIONAL  BANK 

MID  CITY  BANK 

PENINSULA  BANK  OF  SAN  DIEGO 

SAN  DIEGO  FIRST  BANK 

TOTALS 


FY  1992  LENDING 
NUMBER  OF  LOANS 


NUMBER 


70 
42 

29 
22 

22 

20 

16 

16 

16 

14 

13 

12 

11 

10 

10 

9 

9 

9 

9 

8 

5 

4 

4 

4 

4 

3 

3 

3 

2 

2 

1 

1 

1 

1 

1 

1 

1 

1 

1 

410 


20,690,200 
17,846,000 
9,229,216 
10,004,513 
7,289,000 
6,191,450 
2,578,700 
4,062,292 


,  1^9  I  9 J« 

J., 636,200 

2,856,3S0 

2,069,500 

2,071,000 

1,275,000 

S, 048,600 

2,245,413 

1,601,000 

2,043,438 

1,167,760 

1,342,000 

1,897,500 

453,000 

439,000 

4«4,000 

2,350,000 

1,232,500 

795,000 

550,000 

486,000 

40,000 

630,000 

97,700 

154,000 

450,000 

875,000 

65,000 

50,000 

123,791,256 


LOAN 

AMOUNT 


16,843,030 

17,846,000 

7,729,810 

7,943,001 

5,867,180 

5,185,398 

2,107,930 

3,387,153 

3,043,217 

4,852,495 

2,243,156 

1,410,130 

2,429,198 

1,765,095 

1,702,900 

1,083,750 

3,923,045 

1,920,163 

1,380,975 

1,714,442 

1,009,134 

1,122,950 

1,509,125 

400,950 

396,100 

464,000 

1,997,500 

1,055,310 

680,750 

467,500 

413,100 

40,000 

535,500 

83,045 

138,600 

382,500 

700,000 

0 

45,000 

104,372,602 
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Las  V*9as  District  Office 


LENDER'S  NAME 


NUMBER 


VJVLXJSV   BANK  O?  NBVASA 

KSVADA  STATE  CDC 

NEW  VEHTUIIES  CDC 

TROCKEE  RIVER  BANK 

SOUTHERN  NEVADA  CDC 

NEVADA  COMMUNITY  BANK 

ITT  SVtKLL   BUS.  FINAK  CORP. 

FIRST  INTBRSTATE  BANK,  NEVADA 

SUN  STATE  BANK 

PIONEER  CITIZENS  BANK,  NEVADA 

NEVADA  STATE  BANK 

AMERICAN  BANK  OP  COMMERCE 

SBCURITX  PACIFIC  BANK,  ARIZONA 

CONTINENTAL  NATIONAL  BANK 

GUAiUMAN  STATE  BANK 

DIRECT 


FY  1992  LENDZNC 
VALUE  OF  LOANS 


LOAN 
AMOUNT 


60 
37 
23 

13 
6 

8 
8 
12 
5 
4 
4 
6 
1 
2 
1 
2 


10,061,000 

7,388,200 

4,367,900 

2,004,000 

1,511,000 

1,341,000 

1/065,000 

642,000 

584,901 

577,307 

517,600 

500,000 

404,492 

300,000 

215,000 


SBA 
SHARE 


11,390,734 

10,081.000 

7,388,200 

3,501,706 

2,004,000 

1,288,900 

1,150,290 

904,700 

553,200 

504,861 

498,211 

449,410 

425,000 

340,394 

256,000 

215,000 


TOTALS 


192 


49,188,101 


40,950,606 


W7 


Pho«nlx  Divtriot  Offlott 


LBHDBR'a  NAKS 


NUMBEK 


MOKSy  3TORB  INVB8TMEWT  CORP. 

vaiiTjBY  bawk  of  kbvada 
ztt  smmx  bus.  fzmak  cokp. 
tucson  cdc 

vauiey  naxzomal  bank,  akzzona 
founders  bank  op  arizona 
zxons  lsx  national  bank 
k  &  i  tbundbrbiro  bank  ' 
arizona  enter.  devbl  corp 
first  interstate  bank,  az 
rocky  mountain  bank 
wzstxkn  security  bank 
rio  salado  bank 
security  pacific  bank,  arizona 
national  bank  of  arizona 
phoenix  local  devswpment  corp 
axsrican  national  bank 

CALIBER  BANK 

02S£RT  SUN  BANK 

FDIC/COUJKBIA  BANK 

FIRST  AMERICAN  NATIONAL  BAUX 

NORHEST  BANK,  ARIZONA 

REPOBLZC  NATIONAL  BANK 

ST0C1«SN*S  BANK 

BANK  OF  AMERICA,  AZ 

FIRST  CITIZENS  BANK 

MOHAVE  STATE  BANK 

SUN  CITY  BANK 


T0TA1.S 


FY 

1»»3  LENOINQ 

NDNBER  OF  LOANS 

LOAN 

SBA 

AMOUNT 

SHARE 

50 

17,381,700 

13,670,160 

2S 

7,588,378 

6,324,205 

la 

6,916,000 

5,147,250 

16 

2,535,000 

2,535,000 

16 

2,853,000 

2,317,305 

IS 

4,293,500 

3.392,640 

13 

2,785,000 

2,258,810 

12 

3,129,000 

2,436,400 

11 

3,050,000 

3,050,000 

11 

1,660,100 

1,425,890 

11 

4,346,000 

3,518,750 

9 

1,033,000 

870,180 

6 

916,000 

792,400 

6 

1,307,300 

884,789 

5 

1,373,500 

1,039,700 

5 

1,230,000 

1,230,000 

4 

569,600 

380,558 

4 

743,000 

394,400 

2 

424,000 

354,200 

2 

615,000 

496,000 

2 

354,000 

302,400 

2 

215,000 

183,500 

2 

287,500 

238,000 

2 

625,000 

517,500 

1 

1,845,000 

738,000 

1 

280,000 

232,400 

1 

91,700 

82,530 

1 

500,000 

425,000 

tS3 

68,947,378 

55,337,9e7 
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Honolulu  Dlatriot  Ottiem 


UBKOBR'S  MAMB  NTmBBK 


BAKX  or  HXNXIZ 

H£DCO  LOCXL  DSVEL  CORP 

FIRST  HXWXIZAN  BAKK 

CITY  BANK 

BANK  OF  GUAM 

DIRECT 

LIBERTY  KXTZONAL  BANK 

CENTRAL  PACIFIC  BANK 

RAMX  OF  USA 

LIBERTY  BAUK 

TOTALS 


FY 

1»»2   LENDING 

VkWZ  OF  LOANS 

LOAN 

SBA 

AMOUNT 

SHARE 

43 

6,e2S,240 

8,067,822 

12 

9,222,000 

5,222,000 

16 

2,155,600 

1,875,110 

5 

5BO,.000 

391,500 

4 

400/000 

356,000 

5 

255,000 

255,000 

3 

290,000 

252,500 

i 

145,000 

130,360 

1 

117,000 

108,300 

1 

50,000 

45,000 

93 

15,639,840 

14,200,892 
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EXHIBIT  II 


U.S.  SMALL  BUSINESS  ADMINISTRATION 
REGION  IX 

LENDER  RANKINGS 

SIX  MONTHS  ENDED  MARCH  31.  1993 

SBA  7a  LOAN  PROGRAM 
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San  Francisco  Regional  Office 

1ST  &  2ND  QUARTER  FYS 3  LENDING 

VALUE  OF  LOANS 


LENDER'S  NAME 


MONEY  STORE  INVESTMENT  CORP. 

GOVERNMENT  FUNDING  CALBIDCO 

SACRAMENTO  COMMERCIAL  BANK 

BANK  OF  COMMERCE 

HELLER  FIRST  CAPITAL 

TRUCKEE  RIVER  BANK 

TRACY  FEDERAL  BANK 

MID  CITY  BANK 

COAST  COMMERCIAL  BANK 

BANK  OF  OAKLAND 

LIBERTY  NATIONAL  BANK 

SAN  DIEGO  COUNTY  CDC 

VALLEY  BANK  OF  NEVADA 

NORTH  COUNTY  BANK 

BANK  OF  SAN  DIEGO 

NATIONAL  BANK  OF  THE  REDWOODS 

HAirai  BANK 

EDF  OF  SACRAMENTO 

ELDORADO  BANK 

BAY  AREA  BUSINESS  CDC 

BAY  AREA  EMPLOYMENT  CDC 

MECHANICS  NATIONAL  BANK 

QUEEN  CITY  BANK 

CALIFORNIA  CENTER  BANK 

ORANGE  NATIONAL  BANK 

PACIFIC  WESTERN  BANK 

FALLBROOK  NATIONAL  BANK 

FIRST  NATL  BANK  OF  CENTRAL  CA 

CALIFORNIA  STATEWIDE  CDC 

AMEP.ICAN  PACIFIC  STATE  BANK 

NEVADA  STATE  CDC 

REGENCY  BANK 

HEDCO  LOCAL  DEVEL  CORP 

BANK  OF  AMERICA 

WILSHIRE  STATE  BANK 

CAPITAL  BANK  OF  CALIFORNIA 

GARFIELD  BANK 

FIRST  INTERNATIONAL  BANK 

BANK  OF  COMMERCE  (AUBURN) 

UNION  BANK 

SONOMA  NATIONAL  BANK 

VENTURA  COUNTY  NATIONAL  BAJrK 

BAY  BANK  OF  COMMERCE 

NEW  VENTURES  CDC 

GOLETA  NATIONAL  BANK 

PACIFIC  NATIONAL  BANK 

NATIONAL  BANK  OF  CALIFORNI.-. 


NXMBER 

LOAN 

SBA 

AMOUNT 

SHARE 

143 

52,812,400 

42,142,555 

84 

30,803,935 

25,646,009 

67 

22,012,450 

18,360,340 

58 

19,859,090 

15,904,480 

51 

19,148,350 

15,359,731 

53 

18,670,050 

14,643,276 

39 

18,639,990 

14,249,422 

33 

14,416,387 

11,625,493 

40 

14,680,750 

11,086,100 

33 

10,752,150 

8,925,714 

23 

10,163,675 

8,395,675 

25 

8,187,000 

8,187,000 

33 

8,516,589 

7,-088,573 

31 

8,257,150 

6,689,038 

16 

8,664,081 

6,635,092 

27 

8,185,541 

6,302,911 

16 

7,218,000 

6,051,359 

13 

5,862,000 

5,862,000 

16 

6,828,150 

5,759,838 

10 

5,759,500 

5,734,000 

8 

5,348,000 

5,348,000 

14 

6,666,500 

5,284,943 

29 

6, 154,463 

5,164,473 

13 

5,868,700 

4,898,119 

12 

5,  928-,  023 

4,879,680 

16 

6,355,250 

4,867,700 

17 

5, '867, 742 

4,746,094 

13 

5,674,500 

4,588,525 

8 

4,562,000 

4,562,000 

18 

5,499,350 

4,399,480 

15 

4,340,000 

4,340,000 

16 

5,342,700 

4,261,186 

9 

4,179,000 

4,179,000 

29 

4,878,562 

4,168,529 

16 

4,808,000 

4,039,474 

12 

4,903,500 

3,999,175 

10 

4,966,000 

3,906,252 

17 

4,618,247 

3,877,824 

15 

4,735,018 

3,866,798 

16 

4,537,249 

3,819,164 

14 

4,621,925 

3,749,096 

9 

4,225,000 

3,516,900 

21 

4,368,400 

3,399,959 

11 

3,332,000 

3,332,000 

17 

4,237,051 

3,313,928 

7 

3,984,765 

3,178,670 

10 

3,987,500 

3,177,375 

Ill 


Page:    2 

04/27/93 

San  Francisco  Regional  Office 

1ST  &  2ND  QUARTER  FV93  LENDING 

VALUE  OF  LOANS 

LENDER'S  NAME 


CUPERTINO  NATIONAL  BANK 

CALIFORNIA  STATE  BANK 

BANK  OF  HAWAII 

SACRAMENTO  FIRST  NATIONAL  BANK 

FIRST  NATIONAL  BANK  OF  VENTURA 

WESTERN  COMMUNITY  BANK 

ITT  SMALL  BUS.  FINAN  CORP. 

CALIFORNIA  BUSINESS  BANK 

GOLDEN  PACIFIC  BANK 

GENERAL  BANK 

BANK  OF  YORBA  LINDA 

M  &  I  THUNDERBIRD  BANK 

PACIFIC  VALLEY  NATIONAL  BANK 

EAST  COUNTY  BANK   N.A. 

SOUTHERN  NEVADA  CDC 

VALLEY  NATIONAL  BANK,  ARIZONA 

CITIZENS  THRIFT  &  LOAN  ASSOC. 

WESTERN  UNITED  NATIONAL  BANK 

REPUBLIC  BANK 

SAN  JOSE  NATIONAL  BANK 

ESCONDIDO  NATIONAL  BANK 

ARIZONA  ENTER.  DEVEL  CORP 

UNITED  CITIZENS  NATIONAL  BANK 

INTERNATIONAL  CITY  BANK 

ANTELOPE  VALLEY  BANK 

MONTEREY  COUNTY  BANK 

STERLING  BANK 

CAPITAL  BANK  OF  CARLSBAD 

REPUBLIC  NATIONAL  BANK 

COMMERCE  BANK,  SAN  LUIS  OBISPO 

BURLINGAME  BANK 

FIRST  INTERSTATE  BANK,  CA 

FIRST  CHARTER  BANK  N.A. 

CONCORD  COMMERCIAL  BANK 

PHOENIX  LOCAL  DEVELOPMENT  CORP 

PACIFIC  INLAND  BANK 

WESTERN  BANK 

COMMERCIAL  BANK  SAN  FRANCISCO 

WEST  VALLEY  CDC 

TUCSON  CDC 

LA  HABRA  LOCAL  DEVEL  CO  INC 

SIMI  VALLEY  BANK 

FOUNDERS  BANK  OF  ARIZONA 

AMERICA:^  WEST  BANK 

TULARE  COUNTY  CDC 

VALLEY  INDEPENDENT  BANK 

LOS  ROELZS  NATIONAL  BANK 


NUMBER 

LOAN 

AMOUNT 

S. 

18 

3,647,700 

3,122 

14 

3,946,000 

3,114 

16 

4,273,602 

3,096 

15 

3,546,700 

3,026 

12 

3,527,880 

2,997 

9 

3,578, 020 

2,948 

15 

3,531,500 

2,890 

11 

3,362,200 

2,834 

7 

3,582,997 

2,721 

7 

3,202,000 

2,640 

7 

3,228,870 

2,521 

9 

3,158, 661 

2,.451 

10 

2,714,500 

2,326 

15 

2,683,000 

2,309 

7 

2,296,000 

2,296 

15 

2,783,200 

2,283 

5 

2,-748,000 

2,276 

10 

2,658,569 

2,241 

8 

2,703,250 

2,192 

12 

2,676,599 

2,152 

7 

2,799,000 

2,141 

8 

2,128,000 

2,128 

10 

2,652,000 

2,105 

6 

2,418, 181 

2,010 

11 

2,310,000 

1,940 

6 

2,568,040 

1,920 

4 

2,290,000 

1,902 

4 

2,382,950 

1,891 

4 

2,357,000 

1,889 

8 

2,192,000 

1,846 

10 

2,113,500 

1,812 

4 

2,108,025 

1,776 

5 

2,095,000 

1,760 

8 

2,001,500 

1,686 

5 

1,670,000 

1,670 

7 

1,996,000 

1,667 

3 

1,852,353 

1,554 

6 

1,948,500 

1,543 

3 

1,488,000 

1,488 

8 

1,472,000 

1,472 

5  - 

1,448,000 

1,448 

5 

1,747,000 

1,430 

7 

1,699,300 

1,420 

5 

1,660,000 

1,410 

3 

1,355,000 

1,355 

14 

1,598,050 

1,351 

7 

1,615,000 

1,3-1- 
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San  Francisco  Regional  Office 

1ST  &  2ND  QUARTER  FY93  LENDING 

VALUE  OF  LOANS 


LENDER'S  NAME 


WESTAMERICA  BANK 

INDUSTRIAL  BANK 

NEVADA  COMMUNITY  BANK 

FIRST  AMERICAN  CAPITAL  BANK 

BANK  OF  WHITTIER  N.A. 

MERCANTILE  BANK 

VISALIA  COMMUNITY  BANK 

NATIONAL  BANK  OF  SOUTHERN  CA 

DIRECT 

SAEHAN  BANK 

FOOTHILL  INDEPENDENT  BANK 

FIRST  INTERSTATE  BANK,  NEVADA 

FIRST  INTERSTATE  BANK,  ARIZONA 

SAN  JOAQUIN  BANK 

FIRST  WESTERN  BANK 

HACIENDA  NATIONAL  BANK 

FIRST  HAWAIIAN  BANK 

CALIFORNIA  SECURITY  BANK 

FIRST  LOS  ANGELES  BANK 

FIRST  BANK  OF  SAN  LUIS  OBISPO 

SANTA  AJ^A  CITY  LDC 

SUN  COUNTRY  BANK 

KIRKWOOD  BANK  &  TRUST  COMPANY 

MODESTO  BANKING  COMPANY 

FIRST  CALIFORNIA  BANK 

BANK  OF  SALINAS 

MID  STATE  DEVELOPMENT  CORP 

TRI  COUNTIES  BANK 

SAN  DIEGUITO  NATIONAL  BANK 

COLONIAL  BANK  N.A. 

LOS  MEDANOS  FUND  CDC 

WELLS  FARGO  BANK 

WESTERN  SIERRA  NATIONAL  BANK 

FIRST  CITIZENS  BANK 

BANK  OF  THE  SIERRA 

CITIZENS  COMMERCIAL  BANK 

VALLE  DE  ORO  BANK 

CYPRESS  COAST  BANK 

CITY  NATIONAL  BANK 

NATIONAL  BANK  OF  LONG  BEACH 

ARVIN  DEVELOPMENT  CORPORATION 

VALLEY  MERCHANTS  BANK 

BANK  OF  LAKE  COUNTY  N.A. 

CAL-WEST  NATIONAL  BANK 

IMPERIAL  BANK 

HUNTINGTON  NATIONAL  BANK 

COUNTRY  NATIONAL  BANK 


NUMBER 

LOAN 

SBA 

AMOUNT 

SHARE 

6 

1,670,000 

1,346,490 

6 

1,590,000 

1,312,500 

6 

1,490,750 

1,285,888 

3 

1,561,000 

1,271,283 

4 

1,515,000 

1,267,500 

5 

1,542,000 

1,265,350 

4 

1,540,000 

1,230,025 

4 

1,512,000 

1,214,897 

15 

1,210,732 

1,210,732 

4 

1,425,000 

1,206,250 

4 

1,430,000 

1,195,000 

17 

1,389,900 

1,181,820 

6 

1,529,194 

1,"150,951 

11 

1,450,000 

1,150,050 

6 

1,301,500 

1,120,800 

3 

1,355,000 

1,095,680 

12 

1,195,000 

1,031,150 

5 

1,197,000 

1,027,650 

2 

1,325,000 

1,026,250 

9 

1,231,500 

1,001,000 

2 

992,000 

992,000 

5 

1,263,500 

982,420 

2 

1,230,000 

978,300 

4 

1,148,000 

975,800 

4 

1,102,675 

931,760 

4 

1,100,000 

929,750 

2 

906,000 

906,000 

5 

1,043,889 

895,556 

7 

1,095,046 

886,909 

4 

1,042,000 

881,100 

1 

870,000 

870,000 

4 

1,010,900 

866,810 

5 

969,000 

839,400 

3 

990,000 

814,500 

4 

940,000 

813,400 

5 

941,500 

813,350 

2 

960,000 

798,500 

2 

966,000 

788,600 

5 

903,000 

787,700 

2 

913,500 

773,087 

2 

762,000 

762,000 

4 

885,000 

757,250 

1 

1,738,000 

749,947 

1 

1,341,000 

749,887 

1 

936,000 

748,800 

2 

880,800 

748,680 

5 

850,000 

736,605 
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San  Francisco  Regional  Office 

1ST  &  2ND  QUARTER  FY9  3  LENDING 

VALUE  OF  LOANS 


LENDER'S  NAME 


OAK  VALLEY  COMMUNITY  BANK 

SIX  RIVERS  NATIONAL  BANK 

MONXn-IENT  NATIONAL  BANK 

PACIFIC  COMMERCE  BANK 

MARINERS  BANK 

BANK  OF  SAN  BERNARDINO 

SUISUN  VALLEY  BANK 

GRAND  NATIONAL  BANK 

LANDMARK  BANK 

MINERAL  KING  NATIONAL  BANK 

ROCKY  MOUNTAIN  BANK 

DANA  NIGUEL  BANK 

PRIMERIT  BANK 

ZIONS  FIRST  NATIONAL  BANK 

AMERICAN  INTERNATIONAL  BANK 

RANCHO  D0MINGUE2  BANK 

NOVATO  NATIONAL  BANK 

TRACY/SAN  JOAQUIN  CDC 

AMERICAN  BANK  OF  COMMERCE 

RIO  SALADO  BANK 

FARMERS  &  MERCHANTS  BANK 

BANK  OF  CORONADO 

BANK  OF  SAN  PEDRO 

NEVADA  STATE  BANK 

ARCATA  EDC 

LONG  BEACH  AREA  CDC 

BANK  OF  LOS  ANGELES 

HARRIS  TRUST  BANK  OF  ARIZONA 

MID  VALLEY  BANK 

BANK  OF  LODI 

RIVERSIDE  COUNTY  CDC 

SAFE-BIDCO 

BUTTE  COUNTY  EDC 

FRONTIER  BANK 

HOME  BANK 

SUMITOMO  BANK  OF  CALIFORNIA 

SAN  MARCOS  NATIONAL  BANK 

THE  BANK  OF  RANCHO  BERNARDO 

WEST  AMERICAL  BANK 

SUNWEST  BANK 

SUN  STATE  BANK 

CHANNEL  ISLANDS  NATIONAL  BANK 

SOUTH  VALLEY  NATIONAL  BANK 

ZIONS  1ST  NATIONAL  BANK 

CENTRAL  CALIFORNIA  CDC 

WESTERN  SECURITY  BANK 

SAN  DIEGO  TRUST  &  SAVINGS  BANK 


NUMBER 

LOAN 

SBA 

AMOUNT 

SHARE 

2 

880,000 

722,500 

5 

831,900 

712 

895 

1 

833,600 

708 

560 

9 

789,600 

690 

890 

3 

819,200 

690 

320 

5 

818,000 

679 

450 

4 

788,000 

675 

300 

2 

790,000 

671 

500 

4 

781,500 

670 

925 

2 

1,055,000 

661 

850 

3 

795,000 

658 

200 

1 

752,000 

.639 

200 

1 

750,000 

637 

500 

2 

791,000 

632 

800 

1 

750,000 

622 

500 

5 

725,000 

613 

500 

4 

.710,000 

608 

250 

1 

600,000 

600 

000 

4 

713,500 

599 

950 

4 

827,000 

597 

640 

3 

655,000 

564 

500 

7 

647,950 

551 

530 

2 

634,000 

538 

900 

2 

615,000 

530 

250 

1 

528,000 

528 

000 

3 

528,000 

528 

000 

2 

640,000 

524 

500 

1 

600,000 

510 

000 

3 

578,000 

502 

700 

2 

584,000 

492 

280 

1 

486,000 

486 

000 

1 

560,000 

459 

200 

1 

455,000 

455 

000 

1 

504,000 

428 

400 

1 

936,000 

426 

816 

2 

499,000 

423 

250 

2 

476,500 

403 

225 

1 

502,000 

401 

600 

1 

490,000 

399 

350 

2 

450,000 

390 

000 

2 

450,000 

387 

500 

1 

450,000 

382 

500 

1 

442,500 

376 

125 

3 

435,000 

372 

250 

1 

372,000 

372 

000 

3 

445,750 

367 

100 

3 

417,000 

366 

950 
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San  Francisco  Regional  Office 

1ST  &  2ND  QUARTER  FYS 3  LENDING 

VALUE  OF  LOANS 


LENDER'S  NAME 


CITY  BANK 

SAN  BENITO  BANK 

BANK  OF  FRESNO 

NORTH  STATE  NATIONAL  BANK 

STANISLAUS  COUNTY  CDC 

BAY  CITIES  NATIONAL  BANK 

PIONEER  CITIZENS  BANK,  NEVADA 

BANK  OF  SOUTHERN  CALIFORNIA 

SAN  DIEGO  FIRST  BANK 

CENTRAL  CO^iST  CDC 

SOUTHERN  ARIZONA  BANK 

FOUNTAIN  BANK 

METROPOLITAN  NATIONAL  BANK 

AMERICAN  RIVER  BANK 

PALOS  VERDES  NATIONAL  BANK 

GOLDEN  OAK  BANK 

GREATER  SACRAMENTO  CDC 

EL  SEGUNDO  FIRST  NATIONAL  BANK 

COMMERCIAL  INDUSTRIAL  CDC 

BANK  OF  WALNUT  CREEK 

BUTTE  COMMUNITY  BANK 

CHARTER  PACIFIC  BANK 

FIRST  NATL  BANK  OF  DALY  CITY 

CUYAMACA  BANK 

INLAND  COMMUNITY  BANK 

FOOTHILL  COMMUNITY  BANK 

COMMERCIAL  BANK  OF  CALIFORNIA 

FEATHER  RIVER  STATE  BANK 

AMERICAN  INDEPENDENT  BANK 

AMADOR  ECONOMIC  DF-ZEL  CORP 

HAWAII  NATIONAL  BANK 

BANK  OF  ANAHEIM 

LA  JOLLA  BANK 

WILSHIRE  CENTER  BANK  N.A. 

ALLIANCE  BANK 

BILTMORE  INVESTMENT  BANK 

BANCO  POPULAR  DE  PUERTO  RICO 

FIRST  CONTINENTAL  BANK 

SECURITY  PACIFIC  NATIONAL  BANK 

SANTA  LUCIA  NATIONAL  BANK 

CROWN  CDC  OF  KINGS  COUNTY 

REDDING  BANK  OF  COMMERCE 

BANK  OF  NEWPORT 

BANK  OF  HONOLULU 

DE  ANZA  NATIONAL  BANK 

U.S.  BANK  OF  CALIFORNIA 

BANK  OF  SCOTTSDALE 


NUMBER 

LOAN 

SBA 

AMOUNT 

SHARE 

3 

405,000 

322,424 

2 

383,600 

322,140 

2 

363,000 

309,462 

1 

360,000 

306,000 

1 

306,000 

306,000 

1 

350,000 

297,500 

1 

350,000 

297,500 

2 

343,000 

291,550 

2 

295,000 

255,500 

1 

249,000 

249,000 

1 

283,500 

240,975 

2 

283,450 

: 237,105 

3 

260,000 

'234,000 

3 

259,000 

228,500 

1 

275,000 

227,508 

2 

260,000 

226,000 

1 

,  ,225,000 

225,000 

1 

275,000 

220,000 

1 

217,475 

217,475 

1 

255,000 

216,750 

1 

250,000 

212,500 

1 

250,000 

212,500 

1 

250,000 

211,500 

2 

240,000 

206,000 

2 

250,000 

203,808 

2 

.236,000 

200,600 

2 

196,000 

176,400 

2 

189,000 

170,100 

1 

200,000 

170,000 

1 

150,000 

150,000 

1 

175,000 

■  142,975 

1 

145,590 

131,031 

1 

160,000 

129,600 

1 

160,000 

128,016 

1 

150,000 

127,500 

1 

130,000 

117,000 

2 

130,000 

116,248 

1 

125,000 

112,500 

1 

127,000 

101,600 

1 

103,500 

93,150 

1 

90,000 

90,000 

1 

100,000 

90,000 

1 

96,400 

86,760 

1 

100,000 

86,000 

1 

90,000 

81,000 

1 

93,000 

76,260 

2 

82,000 

73,800 
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San   Francisco   Regional    Office 

1ST    &    2ND    QUARTER    Fy93    LENDING 

VALUE    OF    LOANS 


LENDER'S    NAME 


NORTH   VALLEY    BANK 
FOUNDERS    NATIONAL   BANK   OF 
COMMUNITY    BANK   OF  ARIZONA 
PACIFIC   STATE    BANK 
CENTRAL   PACIFIC   BANK 
BANK   OF   WOODLAND 
CITIZENS    NATIONAL   BANK 
COUNTY    BANK   OF   MERCED 
SAVINGS    BANK   OF   MENDOCINO 
BANK   OF   STOCKTON 
BANK   OF   GUAM 

TOTALS 


CC. 


NUMBER 


LOAN 

SBA 

AMOUNT 

SHARE 

84,500 

73,515 

80,000 

72,000 

85,000 

70,550 

75,000 

67,500 

65,000 

58,500 

67,000 

53,600 

50,000 

45,000 

40,600 

36,540 

36, 000 

32,400 

30,000 

27,000 

25,000 

22,500 

766,331 

537,"044,437 
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San  Francisco  District  Office 

1ST  &  2ND  QUARTER  FYS 3  LENDING 

VALUE  OF  LOANS 


LENDER'S  NAME 


MONEY  STORE  INVESTMENT  CORP. 

HELLER  FIRST  CAPITAL 

COAST  COMMERCIAL  BANK 

SACRAMENTO  COMMERCIAL  BANK 

BANK  OF  OAKLAND 

TRACY  FEDERAL  BANK 

TRUCKEE  RIVER  BANK 

NATIONAL  BANK  OF  THE  REDWOODS 

BAY  AREA  BUSINESS  CDC 

BAY  AREA  EMPLOYMENT  CDC 

PACIFIC  WESTERN  BANK 

SONOMA  NATIONAL  BANK 

BAY  BANK  OF  COMMERCE 

GOVERNMENT  FUNDING  CALBIDCO 

CUPERTINO  NATIONAL  BANK 

CALIFORNIA  BUSINESS  BANK 

BANK  OF  COMMERCE  (AUBURN) 

SAN  JOSE  NATIONAL  BANK 

BURLINGAME  BANK 

CONCORD  COMMERCIAL  BANK 

EAST  COUNTY  BANK   N.A. 

COMMERCIAL  BANK  SAJJ  FRANCISCO 

FIRST  NATL  BANK  OF  CENTRAL  CA 

WESTAMERICA  BANK 

CALIFORNIA  SECURITY  BANK 

BANK  OF  AMERICA 

CALIFORNIA  STATEWIDE  CDC 

LOS  MEDANOS  FUND  CDC 

BANK  OF  LAKE  COUNTY  N.A. 

SACRAMENTO  FIRST  NATIONAL  BANK 

SIX  RIVERS  NATIONAL  BANK 

SUISUN  VALLEY  BANK 

NOVATO  NATIONAL  BANK 

WELLS  FARGO  BANK 

LIBERTY  NATIONAL  BANK 

ARCATA  EDC 

DIRECT 

SAFE-BIDCO 

WEST  AMERICAL  BANK 

SOUTH  VALLEY  NATIONAL  BANK 

SAN  BENITO  BANK 

METROPOLITAN  NATIONAL  BANK 

FIRST  NATL  BANK  OF  DALY  CITY 

SUMITOMO  BANK  OF  CALIFORNIA 

ITT  SMALL  BUS.  FINAN  CORP. 

U.S.  BANK  OF  CALIFORNIA 

SAVINGS  BANK  OF  MENDOCINO  CO. 


NUMBER 

LOAN 

SBA 

AMOUNT 

SHARE 

36 

13 

309,600 

10,614,000 

31 

13 

163,900 

10,363 

418 

38 

13 

330,750 

10,138 

600 

37 

11 

675,250 

9,769 

075 

33 

10 

752,150 

8,925 

714 

18 

9 

076,360 

7,357 

116 

22 

9 

288,950 

7,295 

895 

27 

8 

,185,541 

6,302 

911 

10 

5 

759,500 

5,734 

000 

8 

5 

348,000 

5,348 

000 

15 

6 

255,250 

4,777 

700 

14 

4 

621,925 

3,749 

096 

21 

4 

368,400 

3, "399 

959 

11 

4 

,037,500 

3,399 

332 

18 

3 

647,700 

3,122 

643 

10 

3 

235,700 

2,724 

953 

7 

2 

£31,118 

2,285 

394 

12 

2 

676,599 

2,152 

509 

10 

2 

113,500 

1,812 

530 

8 

2 

001,500 

1,686 

755 

12 

1 

845,000 

1,591 

390 

6 

1 

,948,500 

1,543 

160 

5 

1 

,710,000 

1,419 

700 

6 

1 

670,000 

1,346 

490 

5 

1 

197,000 

1,027 

650 

10 

1 

082,000 

1,020 

900 

1 

1 

000,000 

1,000 

000 

1 

870,000 

870 

000 

1 

1 

,738,000 

749 

947 

2 

869,700 

745 

145 

5 

831,900 

712 

895 

4 

788,000 

675 

300 

4 

710,000 

608 

250 

2 

660,000 

564 

000 

1 

623,000 

529 

550 

1 

528,000 

528 

000 

5 

510,732 

510 

732 

1 

560,000 

459 

200 

1 

490,000 

399 

350 

1 

442,500 

376 

125 

1 

330,000 

273 

900 

3 

260,000 

234 

000 

1 

250,000 

211 

500 

1 

225,000 

190 

350 

1 

195,000 

165 

750 

1 

93,000 

76 

260 

2_ 

36,000 

32 

400 
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San  Francisco   District  Office 

1ST    &    2ND   QUARTER    FV9  3    LENDING 

VALUE    OF    LOANS 

LENDER'S    NAME  NUMBER  LOAN  SBA 

AMOUNT  SHARE 


TOTALS  469  157,142,525  128,821,544 
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Los  Angeles  District  Office 

1ST  &  2ND  QUARTER  FY93  LENDING 

VALUE  OF  LOANS 


LENDER'S  NAME 

GOVERNMENT  FUNDING  CALBIDCO 

BANK  OF  COMMERCE 

MONEY  STORE  INVESTMENT  CORP. 

HANMI  BANK 

CALIFORNIA  CENTER  BANK 

MID  CITY  BANK 

AMERICAN  PACIFIC  STATE  BANK 

WILSHIRE  STATE  BANK 

VENTURA  .COUNTY  NATIONAL  BANK 

QUEEN  CITZ  BANK 

MECHANICS  NATIONAL  BANK 

CAPITAL  BANK  OF  CALIFORNIA 

CALIFORNIA  STATE  BANK 

GOLETA  NATIONAL  BANK 

FIRST  NATIONAL  BANK  OF  VENTURA 

LIBERTY  NATIONAL  BANK 

PACIFIC  NATIONAL  BANK 

CALIFORNIA  STATEWIDE  CDC 

REPUBLIC  BANK 

NATIONAL  BANK  OF  CALIFORNIA 

WESTERN  UNITED  NATIONAL  BANK 

UNITED  CITIZENS  NATIONAL  BANK 

ANTELOPE  VALLEY  BANK 

FIRST  CHARTER  BANK  N.A. 

WESTERN  BAIiK 

SIMI  VALLEY  BANK 

INTERNATIONAL  CITY  BANK 

AMERICAN  WEST  BANK 

GENERAL  BANK 

LOS  ROBLES  NATIONAL  BANK 

GARFIELD  BANK 

INDUSTRIAL  BANK 

STERLING  BANK 

UNION  BANK 

HACIENDA  NATIONAL  BANK 

SAEHAN  BMTK 

FIRST  AMERICAN  CAPITAL  BANK 

CITIZENS  THRIFT  &  LOAN  ASSOC. 

PACIFIC  INLAND  BANK 

FIRST  CITIZENS  BANK 

CITIZENS  COMMERCIAL  BANK 

NATIONAL  BANK  OF  LONG  BEACH 

IMPERIAL  BANK 

GRAND  NATIONAL  BANK 

WESTERN  COMMUNITY  BANK 

AMERICAN  INTERNATIONAL  BANK 

RANCHO  DOMINGUEZ  BANK 


NUMBER 

LOAN 

SBA 

AMOUNT 

SHARE 

45 

16,822,135 

13,934,567 

24 

9,147,800 

7,380,440 

20 

7,407,000 

5,929,600 

14 

6,503,000 

5,443,609 

13 

5,868,700 

4,898,119 

14 

5,944,124 

4,845,322 

17 

5,299,350 

4,239,480 

14 

4,273,000 

3,610,164 

9 

4,225,000 

3,516,900 

21 

4,075,500 

3,438,800 

10 

4,216,500 

3,296,193 

10 

3,793,500 

3,113,245 

13 

3,563,000 

2, "808, 347 

15 

3,597,051 

2,789,176 

11 

3,137,880 

2,665,901 

7 

3,036,875 

2,525,080 

6 

3„049,765 

2,428,800 

5 

2,265,000 

2,265,000 

8 

2,703,250 

2,192,863 

8 

2,717,500 

2,161,375 

9 

2,257,569 

1,901,105 

8 

2,397,000 

1,886,097 

10 

2,195,000 

1,836,628 

5 

2,095,000 

1,760,350 

3 

1,852)353 

1,554,500 

5 

1,747,000 

1,430,697 

4 

1,712,000 

1,414,157 

5 

1,660,000 

1,410,050 

5 

1,672,000 

1,375,075 

7 

1,615,000 

1,347,500 

5 

1,585,000 

1,339,925 

6 

1,590,000 

1,312,500 

3 

1,415,000 

1,158,329 

4 

1,347,449 

1,133,404 

3 

1,355,000 

1,095,680 

3 

1,190,000 

1,006,500 

2 

1,211,000 

973,783 

3 

1,178,000 

942,400 

2 

1,012,000 

814,798 

3 

990,000 

814,500 

5 

941,500 

813,350 

2 

913,500 

773,087 

1 

936,000 

748,800 

2 

790,000 

671,500 

3 

770,520 

637,771 

1 

750,000 

622,500 

5 

725,000 

613,500 
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Los   Angeles   District  Office 

1ST    &    2ND    QUARTER    FVr93    LENDING 

VALUE    OF    LOANS 


LENDER'S    NAME 


BANK  OF   SAN    DIEGO 

BANK  OF   YORBA   LINDA 

CITY   NATIONAL   BANK 

TRACY    FEDERAL   BANK 

LA  HABRA   LOCAL   DEVEL  CO    INC 

BANK  OF   SAN    PEDRO 

LONG   BEACH   AREA   CDC 

BANK   OF   LOS    ANGELES 

FRONTIER    BANK 

ITT   SMALL   BUS.    FINAN    CORP. 

HELLER    FIRST   CAPITAL 

BANK   OF   AMERICA 

BAY   CITIES    NATIONAL   BANK 

BANK   OF   WHITTIER   N.A. 

FIRST   tDS    ANGELES    BANK 

CENTRAL   COAST    CDC 

SUMITOMO    BANK   OF   CALIFORNIA 

PALOS   VERDES    NATIONAL   BANK 

BANK  OF   WALNUT    CP^EK 

CHARTER   PACIFIC    BANK 

HUNTINGTON   NATIONAL   BANK 

ELDORADO    BANK 

DIRECT 

AMERICAN  INDEPENDENT  BANK 

COLONIAL  BANK  N.A. 

ORANGE  NATIONAL  BANK 

WILSHIRE  CENTER  BANK  N.A. 

ALLIANCE  BANK 

BANCO  POPULAR  DE  PUERTO  RICO 

FIRST  CONTINENTAL  BANK 

NATIONAL  BANK  OF  SOUTHERN  CA 

FOOTHILL  INDEPENDENT  BANK 

BANK  OF  NEWPORT 

GOLDEN  PACIFIC  BANK 

FOUNDERS  NATIONAL  BANK  OF  L.A. 

COMMERCIAL  BANK  OF  CALIFORNIA 

TOTALS 


NUMBER 

LOAN 

SBA 

AMOUNT 

SHARE 

1 

701,250 

596,063 

3 

697,870 

582,496 

3 

673,000 

580,700 

1 

680,000 

578,000 

2 

540,000 

540,000 

2 

634,000 

538,900 

3 

528,000 

528,000 

2 

640,000 

524,500 

1 

504,000 

428,400 

2 

500,000 

408,800 

1 

463,250 

393,763 

5 

365,000 

328,500 

1 

350,000 

'297,500 

2 

325,000 

282,000 

1 

325,000 

276,250 

1 

249,000 

249,000 

1 

,/274,000 

232,900 

1 

275,000 

227,508 

1 

255,000 

216,750 

1 

250,000 

212,500 

1 

250,000 

212,500 

1 

240,000 

204,000 

2 

180,000 

180,000 

1 

200,000 

170,000 

1 

200,000 

165,400 

1 

180,300 

153,255 

1 

160,000 

128,016 

1 

150,000 

127,500 

2 

130,000 

116,248 

1 

125,000 

112,500 

1 

110,000 

93,500 

1 

100,000 

90,000 

1 

96,400 

86,760 

1 

84,333 

75,900 

2 

80,000 

72,000 

1 

60,000 

54,000 

452 

151,124,224 

124,935,576 
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Santa  Ana  District  Office 
1ST    &    2ND   QUARTER    FY 9 3    LENDING 
VALUE   OF    LOANS 

LENDER'S    NAME 


MONEY   STORE    INVESTMENT   CORP. 

MID   CITY    B7LNK 

ELDORADO   BANK 

LIBERTY   NATIONAL   BANK    . 

GOVERNMENT   FUNDING   CALBIDCO    . 

ORANGE   NATIONAL   BANK 

BANK  OF   COMMERCE 

GOLDEN   PACIFIC   BANK 

NORTH   COUNTY    BANK 

WESTERN   COMMUNITY    BANK 

MECHANICS    NATIONAL   BANK 

BANK  OF   YORBA   LINDA 

GARFIELD    BANK 

FIRST   INTERSTATE   BANK,    CA 

WEST  VALLEY   CDC 

QUEEN   CITY    BANK 

CITIZENS   THRIFT    &    LOAN   ASSOC. 

TRACY   FEDERAL   BANK 

GENERAL   BANK 

BANK  OF  AMERICA 

NATIONAL   BANK   OF   SOUTHERN   CA 

FOOTHILL   INDEPENDENT   BANK 

NATIONAL  BANK   OF   CALIFORNIA 

SANTA  ANA   CITY    LDC 

BANK  OF  WHITTIER   N.A. 

SUN   COUNTRY    BANK 

BANK  OF   SAN    DIEGO 

LA  HABRA   LOCAL   DEVEL   CO    INC 

PACIFIC   INLAND   BANK 

VALLEY   MERCHANTS    BANK 

FIRST   LOS    ANGELES    BANK 

CAPITAL   BANK   OF   CALIFORNIA 

CAL-WEST  NATIONAL   BANK 

PACIFIC  NATIONAL  BANK 

STERLING   BANK 

COLONIAL  BANK  N.A. 

MARINERS   BANK 

BANK  OF   SAN    BERNARDINO 

LANDMARK   BANK 

DANA  NIGUEL   BANK 

HANMI   BANK 

INTERNATIONAL   CITY    BANK 

HELLER   FIRST    CAPITAL 

HUNTINGTON   NATIONAL   BANK 

RIVERSIDE   COUNTY    CDC 

WILSHIRE   STATE   BANK 

HOME  BANK 


NUMBER 

LOAN 

SBA 

AMOUNT 

SHARE 

24 

9,694,900 

7,731,750 

19 

8,472,263 

6,780,171 

15 

6,588,150 

5,555,838 

15 

6,503,800 

5,341,045 

15 

5,766,300 

4,783,340 

10 

5,615,723 

4,620,825 

10 

3,886,500 

3,143,788 

6 

3,498,664 

2,645,218 

8 

3,136,200 

2,627,970 

6 

2,807,500 

2,310,234 

4 

2,450,000 

1,988,750 

4 

2,531,000 

1,938,850 

4 

2,481,000 

1,"816,330 

3 

1,841,625 

1,550,113 

3 

1,488,000 

1,488,000 

5 

1,663,263 

1,359,628 

2 

1,570,000 

1,334,500 

3 

1,649,000 

1,286,301 

2 

1,530,000 

1,265,500 

5 

1,533,500 

1,244,950 

3 

1,402,000 

1,121,397 

3 

1,330,000 

1,105,000 

2 

1,270,000 

1,016,000 

2 

992,000 

992,000 

2 

1,190,000 

985,500 

5 

1,263,500 

982,420 

2 

1,511,000  ' 

971,850 

3 

908,000 

908,000 

5 

984,000 

852,650 

4 

885,000 

757,250 

1 

1,000,000 

750,000 

1 

950,000 

749,930 

1 

1,341,000 

749,887 

1 

935,000   . 

749,870 

1 

875,000 

743,750 

3 

842,000 

715,700 

3 

819,200 

690,320 

5 

818,000 

679,450 

4 

781,500 

670,925 

1 

752,000 

639,200 

2 

715,000 

607,750 

2 

706,181 

596,630 

2 

655,000 

556,750 

1 

630,800 

536,180 

1 

486,000 

486,000 

2 

535,000 

429,310 

1 

936,000 

426,816 
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Santa  Ana  District  Office 
1ST  &  2ND  QUARTER  FY93  LENDING 
VALUE  OF  LOANS 


LENDER'S  NAME 


THE  BANK  OF  RANCHO  BERNARDO 

SUNWEST  BANK 

FALLBROOK  NATIONAL  BANK 

WESTERN  UNITED  NATIONAL  BANK 

CALIFORNIA  STATE  BANK 

FIRST  AMERICAN  CAPITAL  BANK 

EL  SEGtTODO  FIRST  NATIONAL  BANK 

CITY  NATIONAL  BANK 

INLAND  COMMUNITY  BANK 

SAEHAN  BANK 

AMERICAN  PACIFIC  STATE  BANK 

UNITED  CITIZENS  NATIONAL  BANK 

BANK  OF  ANAHEIM 

COMMERCIAL  BANK  OF  CALIFORNIA 

ANTELOPE  VALLEY  BANK 

DIRECT 

DE  ANZA  NATIONAL  BANK 

TOTALS 


NUMBER 

LOAN 

SBA 

AMOUNT 

SHARE 

1 

502,000 

401,600 

2 

450,000 

390,000 

2 

450,000 

382, 50C 

1 

401,000 

340, 85C 

1 

383,000 

306, 40C 

1 

350,000 

297, 50C 

1 

275,000 

220, OOC 

2 

230,000 

207,000 

2 

250,000 

203,808 

1 

235,000 

199, 75C 

1 

200,000 

160,000 

1 

155,000 

•13  9,500 

1 

145,590 

-131,031 

1 

136,000 

122,400 

1 

115,000 

103, 50C 

2 

90,000 

90,000 

1 

'  90,000 

81,000 

248 

104,673,159 

85,060,475 
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Sacramento  Branch  Office 
1ST  &  2ND  QUARTER  FYS 3  LENDING 
VALUE  OF  LOANS 


LENDER'S  NAME 


SACRAMENTO  COMMERCIAL  BANK 

EDF  OF  SACRAMENTO 

TRUCKEE  RIVER  BANK 

MONEY  STORE  INVESTMENT.  CORP. 

SACRAMENTO  FIRST  NATIONAL  BANK 

BANK  OF  COMMERCE  (AUBURN) 

GOVERimENT  FXTODING  CALBIDCO 

HELLER  FIRST  CAPITAL 

MERCANTILE  BANK 

BANK  OF  AMERICA 

TRI  COUNTIES  BANK 

WESTERN  SIERRA  NATIONAL  BANK 

COUNTRY  NATIONAL  BANK 

EAST  COUNTY  BANK   N.A. 

TRACY  FEDERAL  BANK 

CALIFORNIA  STATEWIDE  CDC 

PACIFIC  VALLEY  NATIONAL  BANK 

TRACY/SAN  JOAQUIN  CDC 

FARMERS  &  MERCHANTS  BANK 

MID  VALLEY  BANK 

BANK  OF  LODI 

BUTTE  COUNTY  EDC 

NORTH  STATE  NATIONAL  BANK 

AMERICAN  RIVER  BANK 

FIRST  INTERSTATE  BANK,  CA 

GREATER  SACRAMENTO  CDC 

BUTTE  COMMUNITY  BANK 

UNION  BANK 

FOOTHILL  COMMUNITY  BANK 

FEATHER  RIVER  STATE  BANK 

AMADOR  ECONOMIC  DEVEL  CORP 

REDDING  BANK  OF  COMMERCE 

NORTH  VALLEY  BANK 

PACIFIC  STATE  BANK 

ZIONS  1ST  NATIONAL  BANK 

BANK  OF  WOODLAND 

BANK  OF  STOCKTON 

TOTALS 


NUMBER 

LOAN 

SBA 

AMOUNT 

SHARE 

29 

10,077,200 

8 

,370,265 

13 

5,862,000 

5 

,862,000 

21 

6,624,500 

5 

,031,626 

11 

3,442,700 

2 

,775,095 

12 

2,517,000 

2 

,144,970 

8 

1,903,900 

1 

,581,403 

3 

1,715,000 

1 

,442,720 

8 

1,633,700 

1 

,306,960 

5 

1,542,000 

1 

,265,350 

6 

1,463,062 

1 

,208,679 

5 

1,043,889 

895,556 

5 

969,000 

-839,400 

5 

850,000 

736,605 

3 

838,000 

718,300 

4 

815,230 

697,696 

1 

626,000 

626,000 

2 

,  -709, 500 

603,075 

1 

600,000 

600,000 

3 

655,000 

564,500 

3 

578,000 

502,700 

2 

584,000 

492,280 

1 

455,000 

455,000 

1 

360,000 

306,000 

3 

259,000 

228,500 

1 

266,400 

226,440 

1 

,225,000 

225,000 

1 

250,000 

212,500 

1 

250,000 

212,500 

2 

236,000 

200,600 

2 

189,000 

170,100 

1 

150,000 

150,000 

1 

100,000 

90,000 

1 

84,500 

73,515 

1 

75,000 

67,500 

1 

70,000 

59,500 

1 

67,000 

53,600 

1 

30,000 

27,000 

170 

48,116,581 

41 

022,935 
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Fresno   District  Office 
1ST    &    2ND   QUARTER    FY93    LENDING 
VALUE    OF    LOANS 


LENDER'S    NAME 


REGENCY    BANK 

MONEY   STORE    INVESTMENT   CORP. 

TRACY   FEDERAL   BANK 

FIRST   NATL   BANK   OF   CENTRAL   CA 

HELLER   FIRST    CAPITAL 

MONTEREY    COUNTY    BANK 

COMMERCE   BANK,    SAN   LUIS    OBISPO 

PACIFIC   VALLEY   NATIONAL   BANK 

TULARE    COUNTY    CDC 

VISALIA   COMMUNITY    BANK 

SAN  JOAQUIN    BANK 

FIRST   BANK   OF   SAN   LUIS   OBISPO 

MODESTO   BANKING    COMPANY 

COAST   COMMERCIAL   BANK 

BANK  OF   SALINAS 

MID   STATE    DEVELOPMENT    CORP 

BANK   OF  THE    SIERRA 

GOVERNMENT    FUNDING   CALBIDCO 

CYPRESS    COAST   BANK 

ARVIN   DEVELOPMENT   CORPORATION 

OAK  VALLEY    COMMUNITY    BANK 

MONUMENT   NATIONAL   BANK 

CALIFORNIA   STATEWIDE    CDC 

MINERAL   KING   NATIONAL   BANK 

GOLETA   NATIONAL   BANK 

TRUCKEE   RIVER   BANK 

CHANNEL   ISLANDS   NATIONAL   BANK 

CENTRAL   CALIFORNIA   CDC 

FIRST   NATIONAL   BANK  OF   VENTURA 

BANK  OF   FRESNO 

STANISLAUS    COUNTY    CDC 

GOLDEN   OAK   BANK 

SACRAMENTO   COMMERCIAL  BANK 

QUEEN   CITY    BANK 

CAPITAL   BANK   OF   CALIFORNIA 

SACRAMENTO   FIRST   NATIONAL   BANK 

CALIFORNIA   BUSINESS    BANK 

SANTA   LUCIA   NATIONAL   BANK 

CROWN   CDC   OF   KINGS    COUNTY 

PACIFIC   WESTERN   BANK 

DIRECT 

SAN   BENITO    BANK 

BANK  OF  AMERICA 

CITIZENS    NATIONAL   BANK 

COUNTY    BANK   OF   MERCED 

TOTALS 


NUMBER 

LOAN 
AMOUNT 

SBA  . 
SHARE 

16 

5, 

342,700 

4, 

,261,186 

12 

4  , 

,850,700 

3, 

,780,560 

8 

5, 

428,400 

3, 

,540,308 

8 

3, 

,964,500 

3, 

,168,825 

9 

3, 

232,500 

2, 

,738,840 

6 

2, 

568,040 

1, 

,920,700 

8 

2, 

,192,000 

1, 

,846,600 

8 

2, 

,005,000 

1, 

,723,225 

3 

1, 

355,000 

1, 

,355,000 

4 

1, 

,540,000 

1, 

,230,025 

11 

1, 

,450,000 

1, 

,150,050 

9 

1, 

,231,500 

1, 

,001,000 

4 

1 

,148,000 

"975,800 

2 

1 

,350,000 

947,500 

4 

1, 

,100,000 

929,750 

2 

906,000 

906,000 

4 

, 

940,000 

813,400 

5 

935,000 

807,000 

2 

966,000 

788,600 

2 

762,000 

762,000 

2 

880,000 

722,500 

1 

833,600 

708,560 

1 

671,000 

671,000 

2 

1 

,055,000 

661,850 

2 

640,000 

524,752 

1 

495,000 

420,750 

1 

450,000 

382,500 

1 

372,000 

372,000 

1 

390,000 

331,500 

2 

363,000 

309,462 

1 

306,000 

306,000 

2 

260,000 

226,000 

1 

260,000 

221,000 

1 

161,700 

137,445 

1 

160,000 

136,000 

1 

160,000 

136,000 

1 

126,500 

109,347 

1 

103,500 

93,150 

1 

90,000 

90,000 

1 

100,000 

90,000 

1 

70,000 

70,000 

1 

53,600 

48,240 

1 

50,000 

45,000 

1 

50,000 

45,000 

1 

40,600 

36,540 

157 

51 

,408,840 

41 

,540,965 
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Las  Vegas  District  Office 
1ST  &  2ND  QUARTER  FY93  LENDING 
VALUE  OF  LOANS 


LENDER'S  NAME 


VALLEY  BANK  OF  NEVADA 

NEVADA  STATE  CDC 

NEW  VENTURES  CDC 

SOUTHERN  NEVADA  CDC 

TRUCKEE  RIVER  BANK 

NEVADA  COMMUNITY  BANK 

FIRST  INTERSTATE  BANK,  NEVADA 

KIRKWOOD  BANK  &  TRUST  COMPANY 

PRIMERIT  BANK 

AMERICAN  BANK  OF  COMMERCE 

NEVADA  STATE  BANK 

SUN  STATE  BANK 

PIONEER  CITIZENS  BANK,  NEVADA 

LA  JOLLA  BANK 

ITT  SMALL  BUS.  FINAN  CORP. 

TOTALS 


NUMBER 

-LOAN 
AMOUNT 

SBA 
SHARE 

22 

5, 

,625,000 

4, 

,665,725 

15 

4, 

,340,000 

4 

,340,000 

11 

3, 

,332,000 

3 

,332,000 

7 

2, 

,296,000 

2 

,296,000 

9 

2, 

,261,600 

1 

,895,005 

6 

1, 

,490,750 

1 

,285,888 

17 

1 

,389,900 

1 

,181,820 

2 

1 

,230,000 

978,300 

1 

750,000 

637,500 

4 

713,500 

599,950 

2 

615,000 

530,250 

2 

450,000 

387,500 

1 

350,000 

*297,500 

1 

160,000 

129,600 

1 

52,500 

47,250 

101 

25, 

056,250 

22 

,604,288 
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Honolulu  District  Office 
1ST  &  2ND  QUARTER  FY93  LENDING 
VALUE  OF  LOANS 


LENDER'S  NAME 


HEDCO  LOCAL  DEVEL  CORP 

BANK  OF  HAWAII 

FIRST  HAWAIIAN  BANK 

DIRECT 

CITY  BANK 

HAWAII  NATIONAL  BANK 

BANK  OF  HONOLULU 

CENTRAL  PACIFIC  BANK 

BANK  OF  GUAM 


TOTALS 


NUMBER 

LOAN 
AMOUNT 

SBA 
SHARE 

9 

4, 

,179,000 

4, 

,179,000 

16 

4, 

,273,602 

3, 

,096,779 

12 

1, 

,195,000 

1, 

,031,150 

335,000 

335,000 

405,000 

322.424 

175,000 

142,975 

100,000 

86,000 

65,000 

58,500 

25,000 

22,500 

48 

10 

,752,602 

9 

,274,328 

70-190  0-94-5 
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San  Diego  District  Office 
1ST  &  2ND  QUARTER  FYS 3  LENDING 
VALUE  OF  LOANS 


LENDER'S  NAME 


SAN  DIEGO  COUNTY  CDC 

BANK  OF  COMMERCE 

BANK  OF  SAN  DIEGO 

FALLBROOK  NATIONAL  BANK 

NORTH  COUNTY  BANK 

FIRST  INTERNATIONAL  BANK 

MONEY  STORE  INVESTMENT  CORP. 

UNION  BANK 

ESCONDIDQ  NATIONAL  BANK 

CAPITAL  BAI«C  OF  CARLSBAD 

VALLEY  INDEPENDENT  BANK 

GOVERNMENT  FUNDING  CALBIDCO 

FIRST  WESTERN  BANK 

FIRST  CALIFORNIA  BANK 

SAN  DIEGUITO  NATIONAL  BANK 

VALLE  DE  ORO  BANK 

TRACY  FEDERAL  BANK 

GARFIELD  BANK 

PACIFIC  COMMERCE  BANK 

BANK  OF  CORONADO 

SAN  MARCOS  NATIONAL  BANK 

SAN  DIEGO  TRUST  &  SAVINGS  BANK 

BANK  OF  AMERICA 

WELLS  FARGO  BANK 

BANK  OF  SOUTHERN  CALIFORNIA 

SAN  DIEGO  FIRST  BANK 

ITT  SMALL  BUS.  FINAN  CORP. 

QUEEN  CITY  BANK 

COMMERCIAL  INDUSTRIAL  CDC 

CUYAMACA  BANK 

ORANGE  NATIONAL  BANK 

SECURITY  PACIFIC  NATIONAL  BANK 

UNITED  CITIZENS  NATIONAL  BANK 

DIRECT 

TOTALS 


NUMBER 

LOAN 

SBA 

AMOUNT 

SHARE 

25 

8,187,000 

8,187,000 

24 

6,824,790 

5,380,252 

13 

6,651,831 

5,067,179 

15 

5,417,742 

4,363,594 

23 

5,120,950 

4,061,068 

17 

4,618,247 

3,877,824 

10 

3,213,000 

2,584,250 

11 

2,939,800 

2,473,260 

7 

2,799,000 

2,141,268 

4 

2,382,950 

1,891,395 

14 

1,598,050 

1,351,568 

5 

1,528,000 

1,279,050 

6 

1,301,500 

1,120,800 

4 

1,102,675 

931,760 

7 

1,095,046 

886,909 

2 

960,000 

798,500 

5 

,  «91,000 

790,000 

1 

900,000 

749,997 

9 

789,600 

690,890 

7 

647,950 

551,530 

2 

476,500 

403,225 

3 

417,000 

366,950 

2 

385,000 

320,500 

2 

350,900 

302,810 

2 

343,000 

291,550 

2 

.295,000 

255,500 

2 

26.9,000 

230,200 

2  ' 

254,000 

228,600 

1 

217,475 

217,475 

2 

240,000 

206,000 

1 

132,000 

105,600 

1 

127,000 

101,600 

1 

100,000 

80,000 

1 

25,000 

25,000 

233 

62,701,006 

52,313,104 
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Phoenix  District  Office 
1ST  &  2ND  QUARTER  FY93  LENDING 
VALUE  OF  LOANS 


LENDER'S  NAME 


MONEY  STORE  INVESTMENT  CORP. 

Mil  THUNDERBIRD  BANK 

VALLEY  BANK  OF  NEVADA 

VALLEY  NATIONAL  BANK,  ARIZONA 

ARIZONA  ENTER.  DEVEL  CORP 

ITT  SMALL  BUS.  FINAN  CORP. 

REPUBLIC  NATIONAL  BANK 

PHOENIX  LOCAL  DEVELOPMENT  CORP 

TUCSON  CDC 

FOUNDERS  BANK  OF  ARIZONA 

FIRST  INTERSTATE  BANK,  ARIZONA 

ROCKY  MOUNTAIN  BANK 

ZIONS  FIRST  NATIONAL  BANK 

RIO  SALADO  BANK 

HARRIS  TRUST  BANK  OF  ARIZONA 

WESTERN  SECURITY  BANK 

ZIONS  1ST  NATIONAL  BANK 

SOUTHERN  ARIZONA  BANK 

FOUNTAIN  BANK 

BILTMORE  INVESTMENT  BANK 

BANK  OF  SCOTTSDALE 

COMMUNITY  BANK  OF  ARIZONA 

TOTALS 


NUMBER 

LOAN 

SBA 

AMOUNT 

SHARE 

30 

10, 

,894 ,500 

8,727,300 

9 

3, 

.158,661 

2,451,609 

11 

2, 

,891,589 

2,422,848 

15 

2 

,783,200 

2,283,346 

8 

2, 

,128,000 

2,128,000 

9 

2, 

,515,000 

2,038,020 

4 

2, 

,357,000 

1,889,150 

5 

1 

,670,000 

1,670,000 

8 

1, 

,472,000 

1,472,000 

7 

1, 

,699,300 

1,420,076 

6 

1 

,529,194 

1,150,951 

3 

795,000 

658,200 

2 

791,000 

"632,800 

4 

827,000 

597,640 

1 

600,000 

510,000 

3 

445,750 

367,100 

2 

065,000 

312,750 

1 

283,500 

240,975 

2 

283,450 

237,105 

1 

130,000 

117,000 

2 

82,000 

73,800 

1 

85,000 

70,550 

134 

37, 

,786,144 

31,471,220 
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U.S.  SMALL  BUSINESS  ADMINISTRATION 

LOAN  PROFILES  REPORT 
FISCAL  YEAR  1992 
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the  Bank 


Bank.\mfrica\  Corjxuaie  Responsibility  Newsletter 


Bo£A.  targets  California  economy 


B,nk   ,.|    ^mau^   ,m,o 
.IlK.ll    ih.    C  jlitornig 
1  illcrpn'*  inilLltivt.-  in 
\pnl    A  bri)ad-ha.s«l  cifon  lc> 
lielp  siimuUir  the  C^liiomu  | 
ftonomv  through  programs  ; 
ur^tin|>  siTuli  busllle^!■. 
itv-  aiul  women-ownfd 
busiriiisrs  and  linatimc 
hi>iiK-buvrr»  •  $1  *<  Mlwn 

Ihctcnifrpfo  I'l   t;,    '•         /'" 
smotl 


New  ideas  lor 

community 

development 


lUiik  iJ  Annf rK?a  <. . 


1  hrc c  v-ears  itKlihi:  •  • 

if«  iiid  mm* id 

honk  wil!  alsi)  cxpedii>  prvno- 

ing  of  sin<ill  businc«>  luan  appli 

catiim>  and  sponsor  a  stnrs  of  |  g^ni, 

small  husinciks  seminars  in 


Cooki.% h  (  jeinu  in  Lii>  Arij;. Ir>  and  in  .w  i^ ikr  sufw . n  .>/  itif  banks 
otKrrfumx  f  dm/wipi  'nunbin^  rm  Ametua "  Slw  i*  «m'  of  thf  nkmy  imafl 
liiiMn<s%  .'t^n,  .\  wry.trJ  K  id.'  hank\  nm  ralt/ornu  f;iH<-rjift«-  InUiiSltr 


Family  Savings  leases  BoiA  branch 


B 


,.*nk  111  Anifiii .1  inhjiKi-ii 
-  -uppon  of  miiioniv  - 
uiit-d  tinaruul  mstuii 

.l.u  l\  .iiTu  lilt'  i.iti-asc 
pion 


Miu.iii    Mill  rpi  jii  ,.»MHu  ihnfi 
^■i"\ ing  iht'  li»  Ang<'U-s  area 

Ihr  dial  lollows  earlier 
innounii'menls  bv  Bank  of  : 
Xmema  to  sell  two  brant h*s  to  j 
I  utindrrs  National  Bank  an 
AIncan  Ameni  an-owncd  com 
mrriial  bank  in  los  Angrlf* 
RofA  also  agreed  to  make  a 
s  I  million  equity  investment  in 
1  ounders 

Bank  ol  Aittenca  cUwed  the 
I  iimpion  Branch  at  I'M)!  W 
Kiisecrans  Avenue  lollowitig  the 
merger  with  Setuntv  Pacihc 


lUnk  vniwiluijiing  ii  ml.'  J 
Bankol  Anuni,.!  Iwamh  lin.iitd 
one  mile  aw^y  In  addition  lo 
leasing  the  siic  lo  lamilv  x.v 
ings,  BolA  will  also  doium 
ATMs  liKdted  at  the  bnin  i 

We  made  a  commitiiu ... 
the  ci>tninunil>  that  wlien  ihr 
former  Vciirity  raafit  fwamh 
was  cotisolidaletl  into  a  H»>IA 
blanch  we  would  aggrcsMM-K 
pursue  another  tinaiutal  msti 
tulion  to  octupN  the  ptoi)en\ 
said  Barbara  I  allon  Walsh 
executive  vice  president  and 
region  manager  for  Bank  ol 
Ainenca  "We  are  delighted  that 
another  hnancial  insliiution 
will  l«'  loining  us  in  (  onipton 
and  we  look  forward  to  ihe 
cxmipeiition 


lamiK  Nivings  Bank  l^ 
third  largcsi  Alruan  Am.  i 
owned  and  opeiaied  tv-< 


I  Tintiy  operates 

jsadena  and 

t  ..mpti'i.  in.uKiilicintoilsmain 

oflicc  in  the  trenshaw  IXstnci 

ofl..^  \nc.lcs 

watA  to  a  pro 
-  relationship 
,  I         (  \  itwric^  and  lo 

M-rving  ihe  viuzetis  o(  Comptoii 
as  we  expand  and  tiHive  into  oni 
new  location  ■  said  Ronald 
Thigpenn.  executive  vice  presi- 
dent and  thief  operating  officer 
of  Family  Savings  Bank 


ahead  with  hi 
development 
shotild  guard  .n- 
teniial  tocrcait  i 
cracA  that  »oui 
lor  adnunisiraii 
iipiosismsteati 
It  directly  tnic  i 
lies  where  it  ;- 
needed 

rl„     ulmiMis. 


\  roumiltlMi  tllv 
lommiiniiv  drvciiijn 


,    lH»>fc,„S 
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New  initiative  targets  California  economy 


(  iwlmuej frtim  /rffli/  fxlgi 

In  addiiion.  ihi   ( .il;!  in! 
Enterpnsr  InitiatiM 
special  prograin  d' 

huinr   '    -    -      ^'• 

program  i.-.r  Iimi!-.  i 
and  womf  n-owncd  i 

CjiUianuj  Gov< . 
Wilson  I'alird  the  >in<ili  im:-,^ 
rifss  ptMgram  an  i-wmpli-  .- 
■pnvalt-secuir  actiM^i" 

'Wc  saluic  Bank  ' 
commiiineni  lo  sum 
ihrough  fiiuiH.ul  ano  u^  i!;!it  ,i 
aseasuncc,"  (jOv  \\ils<in  said 
"This  IS  llic  type  of  privait 
seaoraiiivasm  thai  will  i-niiain 
ihr  small  businrss  iintiaiivc 


trqjnse  Initutivr  will  providr  j  "BUMnc>M-si>falisi:csan  bang 

pin^Tams  10  help  sumubte  ke>'  j  challenged  h-.    ihi    ..  .nomy. 

irkcls  in  CaUiomia  —  snaS  |  partktilai!-  \Vc 

iMiKSSes.  rcsttlcmial  housing.  I  belif\e  v.r  is-m 


MDmie  inovin 

scnbergsaid 

The  $1  8  hilli.-r 
lending  larcci  U<: 
^^Tull  businesM's  np 

>  nts  a  potential 

!rasetif  25p<Tienl 
III  ihf  hanks  nirrcni 
volume  of  small  husi 
ness  bnancing  said 
fixttutive  Vice  Pti-i 
dent  (errv  Bowman 
!u.i,i  ..f  lii.-  Bu-.i.,.s, 


Ofcji/sico.,,1, 

li)'  the 

econimn 

pannuictil\ 

ui  Calijoima  ~ 

—  Boakof  4in^rm> 
}rtr\  B<mwMm 


iial 

biiiall  bu>incsses 
aregenerally  tegardnl 

l-  til.-  SliHI>|-  ,.1   IWO- 

ii.bs 
ind 

iij  ii.iii   III   ihc 

■.\.i\'..-n\  econnmir 
uipji!   .Kcording  lo 

i..:A'iu-.    v.nu-    !.■» 
ttiiiiii-r   hrniv    .-ach 


1       In  addition  lo  the  $18  billion 

target,  fiank  ol  America  Com 

munity  DevtIopDieni  Bank  has 

I  an  exisiiisE  goal  of  $61  million 

■•• 1-    in   Small  Business 

liion  and  other  gm- 
i-.-.isied  small  busiiie^is 
ii'.iii^  m  I  alifoniu 
i  Bank  s>(  America  h.is  taken 
)  other  steps  during  the  past  vear 
:  lo  support  small  business  The 
;  bank  introduied  a  neu  lending 
j  product,  .advantage  Business 
I  t  redii.  which  pn>vides  coovtn 
I  tiorul  small  Inisine^  kxias  of 
I  SW.OtWorkssioinccithenceds 
I  of  a  intical  iiurkei  segment. 
I  BoW  has  als>>  streamlined 
I  and  automated  iLs  applicaikm 
I  puK'css  for  small  business  loans. 


Mil!  llH  ivink  ..I  \nu-ru  i  inilii 
live  was  developed  lo  provide 
more  resources  in  areas  ihai 
will  help  drive  Califomias  eco 
nomu  growth 

"iiur  uilenlion  is  ihjj   uu 
Bank  ol  AmiTica  CM-  r      !  " 


I!;;    tsMiKKupinn    nurkiitrii; 
and  way's  to  improve  business 

Were  taking  these  steps 
io  support  the  growth  and 
jobcreaiion  abilities  ol  this 
iiiaih  important  sector  of  the 
Mffsecononi\  '  B(>winai)  saui 


siess  kans  and  ser- 
.!v~ailable  throughout 
i  .Mils  irniuiidi  iH  iHi  si  ^  tiii!\si  .iiilomiabranchsvstcm. 
billiiin  target  can  he  used  (or  a  j  The  tkisini-ss  Banking  Disi- 
varietv  of  purposes,  including  I  sion  provides  small  business 
commercu!  loans. letter ofcredit  :  loans  ol  up  to  ^rW.OtX'  Ap- 
tmancing.  lommercial  real  es  i  proximately  HO  percent  of  cur- 
laie  lines  of  credtt.  equity  loans.  I  rem  volume  is  comprised  of 
and  rciicivalsofrMsimjjiredils    ;  Uyns  ol  SUW.lHiO  or  li-ss 


Seafirst  earns  an  'outstanding'  CRA  rating 


Sr.idrsi  Bank    lunk^iiur 
teas  \^ashmgion  siaie 
afhiiate.  has  r.itM..!  ,. 
rating  of  'outsiamlii 
IWi-92  Conimuiiit 
ineni   \i!  iHifi-ii;!.. 
istn 
in« 

SUrill...!,  .,.,       Il.^.l.  -,       ,.::- 

|iossif>!e  Irom  iispntnarv  rc^  j  .i 
lor.  the  OHice ol  the  t.ompln  ih. 
of  the-  (  urrenc-y-  ((KC  > 

'Our  employees  have  a  i 
to  be  proud  of.'  saul  Sealr 
Chairman  l.uke  Helms     Ih. 
commitment  to  ihc  spirii 
the  Community  Rcinvcsimi ;,. 
Act  IS  evideni  throughout  out 
evaluation    \\'e  applaud  them 


said  the  OCC  Wnd  it  conun- 
uc-s  IO  Ix  highly  invoKed  m  this 
process  statewide 

S|  vc  lal  recognition  was  given 
1. 1  sralirsts  CRA  lending  goal  of 
■iilcLsiSI  >  billion  over  I  ('years 
I  lie  anniul  average  Irndmggual 
ol  SIK)  iniUiun  includes  %M> 
million  In  small  Ixisinevs  ktans. 
$112  5  milhon  in  housing,  and 


milium  m  ii>nsuiner  ttians 
j  IhelKCaiscihighlighiedthe 
I  ixink's  ffxus  on  the  small  bu.si- 
•  ni-vs  market  through  its  Com 
j  muniiv  fiuMuesf.  Center,  an  in- 

irmal  bank  dcpanment  ck-signed 

meet  the  needs  of  businesses 

■  nil  borroyving  needs  ol  under 

5i>,0ll0,  C'ne  noteworthy  pro- 
{  grain  includes  ^eahrstsfhisiness 
1  InvesJineniliunPrcjgrain.yvhKh 
j  provided nion' than S2  ■♦  millicw 
I  m  specul  luuiKing  (or  -tflcci 

busmevics  in  c  entral  and  South- 
j  rasi  Seattle  Sealirsiluisappruvcd 
I  41  loans  through  iLs  program  — 
i  loans  that  are  directly  respon- 
I  stblefilrcTvatingoireiaming^lb 
'  jobs  within  these  communities. 
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South  Central  LA.'s  new  resource  center 


Cxniniiiiiiu  jrui  liu-mov 
Imdns  came  lotjcthvr  j 
in   May   lo  tcUhraK   j 
jDuihcr  unRiblc  step  lor»ard 
in  ihf  leWuiUlingiil  i  i>>  Anj;fli-s  | 
—  ilie  >nx-niiip  ol  ihc  i  omniu 
nii>  I  inaiKul  Restmrie  Onier 
in  StHiih  Cmlral  U>s  Angeles 

I  he  reMUirie  ccnier  pnnide* 
jiiciv  of  fiiunciitl  serviccN 

J  iDunscling  111  consumers, 
lEiitcpreniui-s  ami  esublishcd 
Miull  busim-»e> 

II  was  one  of  tlic  key  return 
niendaiiurb  ol  ibe  U>s  Angeles  j 
( iimmunuyRemvtsunenlCom- 
mmce.  a  task  force  appomlcd 
b\  ihe  CJty  Cmuitil  lo  explore  i 
»jy^  U)  enhamr  bnand.it  vr-  ' 
vKcsaiiJic.  I  ' 

III  lower  !• 
m-ijjhborlHN 

Ihe  »ork  ,>!  il.fc  ^.Hiuuuiic  [ 
Iliv  been  chalUnj!ing  in  us  ! 
s4i)|x-  bui  ihe  reward  has  hern  j 
ilw  opportunily  lo  forge  a  sig-  1 
nihi  am  new  partnership  among  j 
the  lommunity.  Oly  Hall  and  i 


COMMUNITY  FINANCIAL  RESOURCE  CENTER 


c  !  '  iopmeni  aiui  kvin  ptfckagiiiL 

h^i^....  ,„  ..SI. Ml-  hiiNinevics  nelwtnk  * 

mantipi  -vslnopiul 

•  Omnw'  "■"'  t^K^Cfne  " 
trfemb  u 
0>uit»elttu 

•  Equii)  ''^ 
pnn-uicij  \a  ihc  StHilhi-ni  C  jliK- 

•  Intoniuuan im bcBK  hunliiut ■^tsKcs. citdil  iifcl  l<wm. •nd <. nsi< 
nmgtmenl  lor  budmipKy.  providn)  by  ihe  IrfM  Aid  [  oundaii.<n  <>( 
Lw  Aniptlc^ 


»  Bustne%^  Devekipment  CiMpcjnUh 


•  C-ouiiM  ■ 
yiHith  riDf 


Mingorpoiemaiil 
fs  pnnKlcd  by  \. 


I'UlUll 

:.  nibei  Riu  Walters  praised 
•.  finamul  institutions  that 
j\e  contributed  lo  the  Re- 
Hirce  Center  and  called  on 
her  hanks  and  sasings  and 
ins  to  folluw  their  lead 
To  ensure  dial  Lik  Angeles 
..  Nil, I   iiU.    Ill  «liiili  I.' 


*,ird  While  there  are  many 
more  steps  lo  go.  I  am  confident 
ihe  work  ol  ihe  Us  Angeles 
c  omniunit)  Reinyestmeni 
i  oninmiee  hcxlrs  well  lor  the 


l.lcili 


-ujipnrting 


firunctal  msiuuiions."  ■a 
BankAmerica  txeiuiiye  \ 
President  Don  Mullane  w 
chaired  ihc  tommutec  > 
expect  the  (  oinmuniiy  1  in. 


I  cial  RcsjHirce  Center  in  parucTi 
!  lai  to  hue  a  sjrong.  positive 
i  and  immedute  impact  on  resi 
I  dents  and  businesses  in  the 
s«.iiih  I  cnir.ll  community  " 


.Amcni  .1 

Kinds  >" 

federalK  >li.incrnKT.di!  iii.u.n 

ihat  w  ili  serve  the  SouUi  Central 

1  OS  .AngeWs  area 

} 
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Bo£A.  branch  employees  to  take  CRA  exam 


Thousands  i>l   Hnnk 
\meni-abrjm  lump.. 
<f«   arc    bum    .i  . 
((luimnl  with  iht  <.  .>n.in  ii 


R. 


\  I 


iiniiniuiiUKs 

ris  in  ( .ilifomu  hran<.iii-<  ^it 
unJtTKOin^  half  limir  brifhngs 
on  till  hanks  (  R.A  proKranis 
t-mplinci-snutsiiMssa  I  qm-s 
Don  cv-im  lo  Ix  CR\  loi'ilifii 

~\ow  iImi  Rank  Xii.. . i      i  i ! 
Secuni\  Pai  ifii.  ha*  i 
want  111  «liuju-  I 
ihc  new  torpoia: 
BofAs  (•i)mmiinu!i! 
«ai()    Vuf    Prfsui. 


.jnks  on  ihtii  C,R.-\ 
ini   IhiA  nuludr 


nbi 


riches  aitd  iIk  Kinks 

:  branch  closures  ami 

.\  branch  oixminfts 
•  Avoiding  discriminalion 
id  oihtr  illegal  cixdit  [Maakes 
Bank.\inenca  has  csublishtd 
lOycat.  512  billion  gttal  lor 
'w-nuome  lendinj;  in  ihc 
.-siem  IS .  one  ol  ihe  largest 
ndiiig  goals  o(  Its  kind  in  the 
inking  industry 
federal  regulators  rated 


itirouirlu.i.Ujiii 


mii.u'fjj.uij.hi'tn 


FIRST  QUARTER  1993  CRA  ACTIVITY 


■  SMALL  BUSINESS  AND  FARM 

^Mijil  I :;,Mn,  ss  \,lminislr.ili.>n  Pii- 
i.ss AdniinLstralion  Imi" 
iii-ss  Inv.-stmcni  Prograi 
.  inking  landing  ProgMii 
liiliimiadiiatamee  Proi;i 
'  .me  Adminislnilion  t'Lii- 


siiM.iXV. 
SfiOO.tW 


necils 

I  JMcd  here  .i 
ncMills  ol  BofA  s 
t'.RA-rclated  lei. 
piograms  ihron 

\.(;.r.  h    '.1     I'K)  , 


HoiiK  Moii^>;e^  m  liivk-liuoiiii  i  ciisus  1 ,  . 
Home  Mortgages  outside  L<m-lniome  On- 

liHomi-s  IVIo«  intH.  o(  Median  or  1  i-ss 
1    .mi!iimii%  l>eM'lopiiunl  (  iniri      n  .«!ii\ 
TOTAL  —  HOUSING 

■  CONSUMER  LOANS: 

•  \-s-i-i    riis.iiul  Auto,  and  Moiiic  lnuiH  1 .  ."i- 

l«((il 

sll4,UVMW 
Sli2.200.CX»       1 
$2H7.2«VlXV 

si  .HV^i\>v> 
$3>7.HX).lXM 

..  _        ; 
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Commentary:  A  call  for  partnerships 


".-■■re  on  cxisiing  iiu>iicution>  ui 
u  hicvt'  the  Mmr  ends  Thii  is 
giKHi  n«^»^  (or  ia.xpayrrs  and 
lommuniiR-s 

The  adminisiration  now 
ap[7car>  lo  rcvognize  ihat  wc 
alieaiis  luvr  »  de  lado  network 
m  place  —  progri-ssive  hanks 
and  ihrifLs  ihai  rcalur  the  value 
of  communily  rcinvrsinieni. 
iind  1  gn<v•^nf,  niimhrr  of  to- 
nally const  iou>  nonprotii 
oiBani:aiiom  iKai  arc  as  sa>-\y 
about  hjlancr  >hecis  a<>  (he) 
art  abtiui  communiiy  credit 
needs 

SViih  the  right  incenlivei 

r.'vidcd  K   covrmineni.  ihts 

.  \istinR  network  has  the  po- 

leniial  to  siimiilaic  comtnuniiy 

reinvestment  with  J  minimum 

iiiljv   of  ne«   capital  or  ad- 

^nistralive  costs 

An  example  BankAmeiica 
Corporations  communis  de 
vek>pmenl  suhsiduir\.  Bank  o( 
America  C.ommunnv  De\el 
opmcnt  Bank  has  etlensive 
cxpenence  working  with  non- 
profit otganizjtions  and  the 
public  sector  lo  stimulate 
growth  and  investment  in  tar- 
geted areas 

One  novel  program  is  a 
btnevolenl  deposit'  agree- 
ment initiated  with  ( jiholic 
Healthcare  West,  a  San  Tran- 
ciseo-lKised  nonprohl  health 
ire  pnmder 

Caiholic  Heahhcare  places 
ilc|x>sits  at  below  market  rales 
with  BofA  (  ommunit\  OcNel- 
opment  [Unk  which  in  turn 
makes  small  business  and 
affordable  hoasing  Itwns  —  also 
.It  substaniialiv  lielow-nurkri 
•lies  —  m  areas  targeted  bv 
Jiholk  Heahhcare 

This  type  of  partnership. 
■-  lere  nsk  and  costs  are  shared 

maximize  available  capiul. 
L>  at  the  heart  c>f  communirc 
de^ek1pment  banking 

(jocemmeni  can  piomoie 
new  lending  and  new  partner 


ships  among  cscsimg  instiiti 
tions  —  as  opposed  to  mvesiing 
scarce  tmie  and  money  in  an 
entirely  i>ei<-  system  —  with  a 
few  creative  but  powerlul  in 
cenlives 


NCW  TAX  CREDITS 

^ (.(•muitr  the  usr  cf  lax 
credits  im  income  gfmrrated 
by  tiimmunily  de\rlopm(nl 
lendinj^.  suih  as  iijlordtihk 
housin;;  fomjrttttiiin  oi  vuiiiT 
tiusinrss  tckins 

This  can  eiKOurage  nt  ■ 
inncn alive  forms  of  conimimiu 
reinvesiment  hv  main-.irtam 
hiunci.tl  instiiulions 

MEFOCUS  THE  SBA 

^  Sireumlitu  tvul  rc'/ocus  (he 
Smalt  Business  -Uministrciiion 
to  inereuse  (hi-  capital  a\ailMc 
to  niin»in(\  -  and  unmen-OK  neJ 
businrssrs 

1  «>ila\  the  SB.A  guarantees 
loans  that  prohjt>l>  would  haNc 
been  nude  under  conventional 
lending  pracucxs,  and  enables 
some  lenders  lo  earn  returns 
that  arc  excessive  relative  to  the 
nsk  involved 

Ijkc  the  (.ommumty  Rein- 
vestment .Vl  I  he  SBA  program 
slkHiki  require  h-nders  lo  assi->s 
the  credit  needs  of  emerging 
minoruy  and  womcnciwned 
hustnesscs  and  actively  target 
this  market 

dunces  are  todav  that  a  tx-pi 
cal  SB.A  loan  goes  to  a  medkal 
professional  in  an  established 
suburban  neighlxirhcxid  rathei 
than  a  mmontv-c^wnc'd  business 
in  the  inner  cit\ 


NEW  eournr  FUND 


locia\  Mmn  ^bAlellcltrs.iis 
c-aming  returns  far  in  oxievs  of 
tlie  nsk  ihey  tin  ur  because  ihes 
do  not  adev^uately  compensate 
the  federal  gcncmm«'m  for  the 
guarantees  it  provides  T  he  gov- 
rmment  can  oNain  a  slure  of 
ihai  premium  In  recapiunng  a 
percentage  of  the  pr oht  made  h> 
lenders  w  hen  thev  sell  SBA  loans 
in  the  secondary  market  f^olils 
frcMH  the  sale  of  these  knans  can 
nin  as  high  as  1 5  petveni  to  20 
pcfx rnt  of  the  guaranteed  loan 
!i  SB.\  lenders  wen  re 
(CSC  hailoliheirgainon 
ill  rcjuiiv  fund  (or  small 
buMiii-v.**s  the  proceeds  a>ukl 
be  invested  direclk  in  ncmprolii 
economic  ck-selopmefit  c^irpo 
rations  ih  used  to  fund  tax  ciecl 
Its  for  small  business  loans  m 
target!^  arras 

HOME  ENTXnmns  ZONES 

^  Sdmiilate  /oJ'  xroHlh  by 

woiMnj^^/edrrul  incoBUWceson 
.  fifw  hisincsc  im  ome  gcnrriUfd 

tvirhin  dcsif^natcJ  cntcrpriit 
I  jiuirs. 

1  Cjovemment  c^ui  help  shape 
I  businesei  dec  isions  by  pruvidtng 
I  opportunities  kii  corporations 

to  ck>  nc>l  onh  what  ls  nghi 
I  but  also  what  s  ^xxl  k>r  slure 
'■  hoWet^ 

A  key  incentive  federal  in 

come  lax  exenipricm  on  revenue 
j  generated  by  new  businesses  in 
I  designated  enteipnse  zones 
!  These  zonev  i-urrentK  exempt 
j  new  business  from  stale  taxes  a 
I  ledeial  rxemptum  woidd  add  a 
I  tremendous  new  stimulus  lojob 
I  irealuHi  in  South  Central  Icis 

Angeles.  Atlanta.  Detroit  and 

other  areas  w  here  |ob  growth  is 
■  cTitual 


^  Cremcaney<,  ecpiityfundfor  >  pnoMOTE  HOUSINO 

rmerffn^  snwil  husinessfs  h\  ! 

rnufKunnj;  pan  .)(  (h»'  profit  i  ►  Ma^"^  '->"»  fncome  HbiGun^ 
modt-  (n  SBA  Irmlm  that  xH  j  Tax  CrcdUs  pcrmanenL 
liMm  in  the  setonJcii-i  nuirfcrt    l       This  feck-ral  program  offers 


"\\t  urjr  the  I'lestdcnt 
and  Congirss  to  give  a  full 
hfuring  to  these  iricos.' 

-Bdflii  ol  Amrku  (  >e>w<tr 
Vur  l>tf\tJnu  Ihm  VliJkwr 


incestorsacredil  againsi  Uderal 
iiuoitK  Lixes  httsed  on  the  cost 
ol  aci|uinng  rehabilitating  oi 
coast  ruclingaffordabW  housing 

The  onginal  ux  credit  Ie0- 
slaiion  expired  in  I**"?  and 
Congress  has  granted  anniul 
extensions  since  then 

Buiimtil  the  program  is  made 
J  permanent  part  of  the  tax 
iiHie.  It  will  continue  to  face  the 
danger  of  cxtiiKtkin  with  each 
new  extension 

There  are  iiuny  nwre  am- 
siructive  ideis  being  developed 
hv  hanks,  nonprohl  groups  and 
public  agencies  that  move  in 
these  directions 

We  urge  the  President  and 
C  ongresis  to  give  a  full  heani^ 
to  these  ideas,  with  the  goal  of 
promoting  new  partnerships 
ami^iig  business,  the  publu" 
sector  and  communitv  based 
organizations  that  will  empower 
them  to  btiild  stronger,  more 
prosperous  communities 

r>i>niiM  :\  MulEdfie  t\  FxeiMtivf  Vu^ 
Prriident  for  CorjMtatf  Communis 
th-^rUtptwni  df  BanMmfrua  'tn4 
(  full rmon  of  Band  i>f  Amerud  Com- 
munn\  Drvffiipmfin  Bank 
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ROUNDTABLE: 


The  future  of  community 


AtiviMIIV  i>iKilJhii<lu 

touniitahlc  dinus\ion  on  (i 
piopi'Ml  b)  the  CUnli'f 
Adminislruljon  lo  limn  ,. 
"nrtwork'  of  100  commutui 
dnrli>pmi-nl  banks  to  hi-tr 
rr/>uiU  tliMuKdniagf  J 
I  f»nmunUff\  *>tn<  f  (hi  • 


MIKE   MANTLE:    \^  .  -^      -Si 

,:  (Vliiiiiions  ol  wiidi  J 

niHs  ilevflofHTitml  bank 

■s  I VI' had iiiammrirliiigs 

n  lOi  jX:cr  hjnkcrs,  nonptofii  or 

uaniialions.  .iiul  ihc  AnKTitan 

tviiikirs  AsMxiatums  {  ommii- 

'  Vvclopmcni  Commiucc 

■  ■  his  wholvissur  We  would 

IRC  u' see ihf idea roWim-dntM 

IS  ,i  tank  per  «-.  hut  as  a  coni- 

nninPA   dcvelopirtenl   hnap*  lal 

linidiary  Siiuili  Mi   ■ 

i>uslviht  nuni 


i  (t>mmiinily  developmem,  we 
I  dim  I  h»-lievc  ihe  hanking  indiis- 
;  ir\  111  ids  ihf  money  WV  ihmk 
:  OuTi-  s  pleni\  ol  cjipital  in  ihc 
\  indusirv  today  leis  face  H,  ii 
1  costs  miHionsio  sun  d  lu  »  Kink 
!  If  the  jfovemnkiu  |>iik  oiii  a 
'  billion  <Ujliar\  irni  otR  a  third 
I  ol  II  IS  lor  Man-up  costs,  tluis 
i   f  loi  <■(  mom-v  wlwii  v.Kive  al- 


CLARENCE  WILLIAMS  - 
iu«  ii.ii,>;....:il..u  .auli  J.-:u 
!  know  where  tins  is  going  to  go 
;  V,  the  need  among  microenter 
I  prises  lor  technical  assistamr 
i  >iniinay  largci  microbiisiiu-sses 
'\  lor  loans,  hut  lhe>  will  need  j 
I  signilicant  amtHini  of  icchnit  al 
aMisiancr  to  processlluisf  l(<an- 

I  EO  McNAMARA:  1  wan;  i<>  o' 
I  back  ic  \"iii  largci  poii"  aK'iii 
!  1  ommunit\  dexelopnuiil Kink-. 
;  Vi  III  make  some  real  vaJKl  (x^inis 

'  TIh  num. in,- i-.th;iTr;);h(T •»!,»' 


nonpioht  org,anizaiw 
f-o/lowing  urr  (iighlic' 
(he  Jisiussiim  inviilvii^ 
Communily  IVvrlopnii 
Bank  PrfsiJrni  Mili<  > 
lid  SUSamiira  of  Sci^hv-  ' 
(lood  PuKneiihip  J«n<) i<l 
Ccfllumi.  t>rr  ,  Art  Gocximiin 
(1)  the  CIX  Small  Busim's^ 


!,>r  the  South  Side  ol  f.hi- 

ind  It  may  not  K-  a  gcxid 

^^  sior\  lor  the  country  at 

last  as  ilicre  are  many 

icross  this  iiaiion   there 

iiiy  dilleteill  solutions 

think  that  people  like 

.,i,  iiibsohn  at  the  low  In- 

(.time  Hotismg  lund  are  acting 

.»s  a  conimunily  development 

linancial  intennedury  We  think 

w  hat  Clarence  W  illumsisdomg 


enterprise  ;oncs.  lor  example  — 
but  m(>re  imporwntly  we  ihink 
ihai  tiur  jMnncrs,  the  nonprohl 
organizaiions.  c-an  use  the  capi- 
tal verveflcciivclv  iJ\HU  fnmklv. 
■  die  b»w  Inc  •  •••i 

\  tan  nuke  SI  ^ 

ol  a  loi  lurili.  ■■•: 

j  ART  GOODMAN      '  .!.c 

I  biiy;.-sl  pt<>h!.  'h 

]  ihi  muliilwnr  !i 


Shore  Bank  nicxlel  such  as  HolA 

( iwnmumly  IVveloinneni  Bank 

The  kev  to  South  Shore  Kank  is 

that  It  IS  imng  to  change  the 

investment  climate  in  a  particu 

lar  neighborhood    rhrough  its 

afhiiales.  South  shore  can  he 

j  proactrve  m  ihe  actual  df»elop 

j  mem  o(  neighborhood  renewai 

i  and  change  the  invesinirr.i 

I  climate  of  the  area  iH)  NOll 

I   IV  Siiuih  shore  huUinj;  lom 


Buvin- 

RuliP, -..„  ,.,,...  ,  ,.„. 

(  ommunity  rhcinx''.  ""^ 

Russ  Sakaguihr  ■■'  "'<'  •"> 

foundiUiim 


iorcommunitydcvclopnieiu  \^V 

iliiiik  thai  iiuiliilunk  cominii 

li-velopnieni  lorporalions 

•  ~  ,  like  the  l\pe  we  are 

,  jLTting  m  I  lis  Angeles,  are 

t.inmunily  de\elopmeni  linan 

iiji  iriiermediaries   We  would 

hate  to  sec  those  elTotts  thrown 

aside   all  ol  that  inlraMrucni' 

be  ignored 


■•"":  '•■  11"  ..•.".111,,,...  >..,,i^e 
sy^iem.  n-ally  could  do  a  lol  to 
help  small  husinevs  t>wm-rs  gel 
ihcnisilves  in  a  position  lo  go  to 
the  rank  lor  a  vtible  knan  1  he 
teason  hall  ol  them  are  grtung 
lurried  (k)wn  is  liecause  what 
the\  re  bnngmg  to  the  hank  is 


voii  van  i  ii.>  liiai  .jicsi  i 
lending 

There's  a  lot  <>f  >  'i 
what  viHi  sav  —  let  ~ 
what  people  hav. 
alrc-ady  built  up 
with  ihcir  blood, 
fwrat  and  tears 
But,  also,  let  u<> 
not  Ignore  ihe 
validity  of  ihc 
approach  that  Shore 
B«nk  IS  taking 
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development  banking 


RICK  DEVINE: !  lio  ta\^  wmc 

■ .  -<  r\ jiiKiis  II  ynu  hsnc  i  hank 
■'  the  ^hiw  nvxirl  ihii  i>.  being 
!i>iiali:fdh\  publi<.  lunjs 
.  1 1  ihry  g*>ing  u>  be  able 

lake  ri>ki  other 
i.m  what  any  pni 
inl   Under  ihjt 
ibjett  loregulai 
,;(iingU>ukeMUv... 
link  so    Adnmicdix 
i'  \  have  greaUT  skills  and 
:isiiiviiyaiKlpn>(vbK  adeeper 
inmiimcnl  lo  seeing  a  neigh- 
rhoixl  rcmaliscd    bui  ihe 
I  J  ( barter  I  ihink.  im 

I  canon!'  on  a  fuurKul 

II  lo  do  |usi  thai    It 
li  u  not.  then  ihcir  ohailcr 

luiuld  lie  revoked 

CLARENCE  WILLIAMS:  l.kmi 

■i.iik  ilui  1011  kail  M.iiumnlv 
ai.!  and  promulgate  a  dupli- 
11  ion  of  (  hitago*  Shore  Bank 

ART  GOODMAN:     It  liasnt 

• .  rkiil  in  oih.'i  jreas 

MIKE  MANTLE:  I  have  a  lot  of 

u^pii  tor  shon  Bank   I  went 

Ku  k  and  visited  those  guys 

Ixlorr  *f  irrated  BolA  C  om- 

niiinilv  IXvclopmem  Bank  Rut 

hi  .re  Bank  i-..  essentialK.  the 

--it'  of  Its  siibsidianes  I  do  not 

^  lilt  to  he  Stan  Keasling  i  ilirci 

r  ,if  the  Rural  California  Hous- 

'i;  I  orpirationK  as  miith  as  I 

Inure  htm  as  a  rote  mtxlel   I 

< '  >iiU  rather  lend  Sun  the  money 

^  the  direitoi  ol  a  sueirvsfiil 

.'iiproht  housing  oirpimition 

iiuiealeaiompetitor.heiaiise 

ihis  market  there  is  already 

significant  k^el  of  nonprofit 

using  development    In  the 


average  SBA  iiun  in  ealilomia 
lb  S)50,0lXl  --  not  $75,000  or 
SW  CXX)  —  and  a  l«  of  lenders 
just  won  I  do  an  SBA  loan  iin- 
levs  they  can  sd!  it  lor  a  profs! 
Ill  the  secoitdarv  market.  That 
needs  to  change 

ED  McNAMARA:  It  s  the  nght 
ilimg  t.i  Ji>  lo  Uwk  at  the  com- 
munfly  developmcnl  fuiKiinn 
but  yuu  still  have  (o  kx>k  at 
lonn  The  whole  underpinnings 
of  the  communiiN  development 
movement  are  kieal  control  atui 
kx  al  capaciiv  \\  e  twed  to  have 
some  tommiinitv  msiitutions 
that  really  know  their  market, 
and  we  can't  keep  separating 
housing  and 


J  South  Side  ol  Chicago,  ihey 

j  needed  thai  then.  As  far  as 

!  technical  assistance  or  grants  I 

would  rather  we  support 

the  efforis  of  the  De 

velopment  1  raining 

Institute  or  the  I  ocal 

Initiatives  Support 

( orporation  I  woukl 

rather  have  an  esub- 

Itshed  nonprofit  make  a 

predcvelopment  loan  tlun 

a  controlled  suhsidian  ol  our 

organisation 

U  e  re  bciur  off  giving  grams 
to  viinehixiv  to  <k>  this  work  lor 
US  than  ximehody  like  B<M.\  tiv 
mg  lo  bet  onie  the  Development 
1  raining  Institute  or  the  Lcxal 
Initiatives  Support  Corporauon 
Ol  ibe  Rural  California  Housing 
Corporation  At  the  time  it  was 
founded  Shore  Bank  didn  t 
hav  c  ihe  fuicun  of  existiiig  insii- 
luiions  filling  those  nei-ds  and 
Nebraska  mav  not  have  that 
luxurv  now  so  there  are  going 
j  to  be  plaii-s  wheie  we  want  to 
I  see  the  Shore  Bank  model  coitk 
inio  play  Its  not  that  Shore 
Bank  isnt  a  good  nuxlel.  its 
[list  thai  It  s  not  the  onlv  nuxlel 

RUSS  SAKAGUCNI:  S\  hat  we 

need  to  lix-us  on  is  mil  a  com 
mumtv  development  hunk,  but 
nuichnioreaconimunitvdevcl  <  ii         i  i   r-  r 

^  Wc  re  slill  scckmg  MJmitions  of 
what  a  community  diMlopmcnl  hmk  ls 

^  What  wc  need  to  ((Hils  on  is  niH  a 
community  dexclopmaU  htink,  but  much  nunc  u 
comnmnitx  (Icrclopmcnt  s\  siciii. 

^  The  wkiyle  undctjymnings  o)  the  c imimKii(f\ 
dexelopnteni  nwxemeni  are  UkuI  control  and  Uxul  cojxuitY 


oproent  system.  And  then  \<iii 
lixik  at  who  within  the  system  j 
can  hesi  fill  particular  needs   | 
Andihea'isapanuularneedfor  ; 
the  large  commcrcul  banks  to  j 
hit   You've  hii  upon  the  nght  I 
thing  —  iocusing  .ui  ihc  tu;i. 
lion  rather  ih.r 
entity 

ART  GOODMAN:  I  almost  tell  | 

oui  ol  iin  .luir  when  I  got  a  j 
(X>py  ol  Don  s  letter  (HISOIT    j 
( >(iodniijn  IV  ir/eninj;  to  a  lelli-r  j 
/lom  Bo/.Vs  (\.n   .Mullane  (..  1 
Rep  Jm  Krnru'iit.  f)-Mass.  mi/-  I 
lining  Bii/A  V  ptisKion  ill  ikf  i 
( (indm  fiofxisaf  i  The  last  page  I 
i  referring  to  incentives  (or  more  i 
snull  business  krnding)  is  nght  I 
on  larger  Viiiety  percent  ol  the  | 
people  w  ho  >.oine  into  my  office  ; 
need  working  capital  loans   In  | 
iixla\  s  economv  they  have  or-  i 
deis.  thc-v  have  business. but  they  i 
don  t  have  equity  and  ihev  don  t 
have  collateral  —  only  W  per 
cent  of  the  peopfe  in  San  r>iego 
can  afford  lo  own  a  house  lo 
hegin  with  Bui  they've  typically 
been  in  business  lor  five  vears 
and   ih' -  ....  .ui       .1. 


■■wm-  ■^■si'i'fmss^mm-- 


70-190  0-94-9 
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NEW  ENVIRONMENTAL  EXHIBIT 
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Rethinking  the  Future 
B  I 


?? 
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■With  this 
exhibil. 
ur  hop'  ((> 
taisc  puWi( 
awaniuss 
(ihnil  the 
cm  it  onmint's 
fxisili\i- 
imfxut  on  (fu 
_,jnom\. 

—Vui  ci»' 


usnssim^Eiz 


New  report  highlights 
environmental  gains 

„.m  retvdmg  I..  cmts>   ,  pUdgc  i.M.ut.av  r.cv.lmgand  1 
.»nsetvaiu>n.     Bank-  ;  purchuM-  paper  made  imm  rt    , 

, ,   .    „.„,^.,(  ,,,,  ,K      isiiiJ   iii.iii Ti.ii    MimlHfship 


.ii>o([<apcr.upl'pt:ri.cnitrom  | 
>W1  It  iimuu-d  mcaNiin-i  ihal  \ 
m11  savf  20  million  Uiliwall  j 
„.iip.<i(cktiiKitv  and  J<  million  ; 
.,il..n^  .il  vi.ii.r  annualK 

!  .  II  irf  iniludrd  in 
u  , ,  ;  ,!•  l-\m<rn£a  tn\i 
'.Timrimii  .  i,.>iuv»  Report  re 
. oM-d  in  Apnl  Ihf  icpoo  sum- 
iiunzt-s  ihe-  company  s  environ 
iiunul  program,  bunched  m 
; ' w I  to iniiJurane enviionmen- 
!jll\  sound  o(>eraiin);  poluK-s 

Hishli^hLs  ol  the  environ 
menial  program  in  1^1. 

•  Bank-^merii  a  and  Pacific 
uas  (sr  Flecmc  led  ihe  csuh- 
lishmeni  ol  ihe  Recycled  Paper 
I  oaliiuvn    Mcinhcr  companies 


•  70  percent  ol  the  bank  •.  ; 
paper  purchases  in  California 
v*ere  recycled  Mixk  j 

•  The  hank  cut  paper  con-  | 
^.umption  V)5  Ions  thanks  to  a  ! 
protect  lo  lonsolidalt  lornis 

•  C  or^x>rate  Real  Isiaie  msti 
(utc-d  c  onvn'ation  iiK-asutc-s  iK.li 
•will  save  ■>  I  1  million  anmully  , 
in  utility  bills 

•  The  bank  launched  a  sp*""   , 
ciaUhecksenesdepicungihreai    i 
eiml  liopical  habita:  and  animal 
species  A  50-ceiil  doiiaii.Mi  '  ■> 
each  check  order  is  m.ui'     ' 
Conservation  Intemalionji 

j       »BankAmerKa  lonndauoii  ■ 
;  disburvcdSl-H'iOOm  grants  to 
*  envitonmenul  orv;jni;aiions 


n 


For  a  copv  n( 

Ihe  Bank-Amenca  linvinmrnental  Progress  R<-p»>"t 
I    please  send  this  request  form  to 

.  BankAmenca 

'  C  otporaie  Public  Rrlaiions  U24 

I  PI)  Box  }7l»0 

I  San  Francisco.  ( j\  94 1 V 
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Foundation  grant  supports  wine  industry 


Arw  n-smrch  project 
C.ililiifiiu  SiJii  '  III- 
sjiy.  fresnr 
phvlliixera   ihr  wil 


!i.ilik.\ii>(in,i  I  ..iiDd.m.m 

Thf  grjnl  «ill  help  lumi 
anniul  salan  oi  ilu-  rt*se;)' 
MTicntivt  chair  al  ihc  Viutuii  ; 
and  Fnoli>gy  Rocarch  Cenii  i 
Gil  Slalv  Iri-snti    -imi   .m! 
rvalualrd  annualh  I 
(or  renewal  (or  '.ii 
ycar^ 

"We  are  very  pleased  lo  m.i  !• 
ihis  gram  i»  (and  such  an  up 
p»nani  chair  ami  be  a  pan  o(  ihis 
Male  ulihe-an  lariluy,'  -Jid 
Exevulivc  Vice  PrcMditii  Tirn 
Scraniwn  "Restan  I'  -  "  > 
inipitrtam  uilhi-  winr  i  i;  • 


WIS  lompleicd  in  (he  >unim<T 
ol  1<W2.  (unded  in  larjje  part  by 
coninbuiKins  (rom  ihe  pnvaie 
sector 

The  C  enter  imluili s  j  ! 4 i 
acre  vineyard  thai 
leaching  and  applu 
lahoraiorv'  t>nc  ycai  ^  ..  -  -«i 
aiul  lab  vkork  are  jppliiii  lo  next 


:.■    hi  \iiuuiiu'.- ,111.1 />!.■.'"!;)  Kisiii'.fii  i-ni<r .«  (  al  Stittc  [  tnn,t.  Uli 

li-n,  Vtunliin  Vni.'i  \  u  r  ('HM.t  ni  ttjiirn  I'liMiollii  <  al  Stiltf  I  tr\t 
\  ifu  ml  I:  Pt1r*tt(  I.  fUtfA  V  u  r  f'rrvkii-nl  c  i7rnv  (iulliljfher  RrsrurrA  (  er 
and  fl«fA  Krffimal  V  u<-  Pictuiriu  ^lun  (  llfliM 


,>  nf,ht.  arc  B.'IA  Iai-<  ulivr  \  ur  rmtilml 
^  Pti^aMit  *in^ SUitaiihcctUfi  Ihiftwr 
in  AuMkar  Oirtcuw  »  l^lm  Mullcr. 


yrar  s  irup  and  pnxJuclion 
Ihe  pnmary  research  liKus 

m  I  resiwi  is  on  rixjtslock  study 
iinsi%c  research  is  currently 
'%  (onducicd  on  phvlloxera, 

in    s<iil-b<>rni'  lous<-  that  has 


ramiiicalKms  for  the  vmu-  in-  1  (uturc.  said  Pro(essiir  Vincent 

dustry   It  is  this  work  that  the  I  I:   Petruici  dirciu«  o(  the  Re- 

BankAmenca  grant  will  help  scanh  t>nier     This  linancul 

linance  |  sup|>or(  will  greatly  facilitate 

Uank.AmcrKasn'ninbiition  |  our  current  research  eKorts. 

demonstrates  its  ongoing  com-  ■  espciiallv  the  work  wv. ire  iloim; 


ptitential  devastating  ecoiKimii  i  mitmcnl  lo  our  mduslrs  and  iis      on  phylloxo 


Franklin  examines  BofA's  social  programs 


analyzes  the  soci.il 
h«Blv  records  o(  bu- 
tts investment  clienu  ^.  - 

RankAmcrua's  "stxial  prohlc  b  i 
the  strongest  o(  publiciv  owned 
banks  we  follow  " 

l-ranklin's  analysis  of 
BankAmerica  appears  in  the 
Apnl  edition  o(  its  newsleitet 
fnsigdt  fnuit\  Hru'f 

In  analyzing  BankAinenia's 
sixial  rcsponsibihly.  (ranklin 
noted  thai  the  corporations 

10 


g?gcs  made  by  (^lilomia  hanks  j 
to  Ixith  AfrKan  Americans  and  ! 
Ijiimis    .  . 

"In  addition.  BankAmerua  ' 
has  an  inienul  lair  Irnding  | 
Task  Force  and  an  cxienial  So-  | 
cial  Policy  Advisors  <  omnuitee  i 
to  advise  the  bank  in  issues  of  j 
cuminunitv  reinvestment  and  | 
other  corpc>rale  responsibilitv  I 


ptogranv. 

"Other  nowhic  iisuonship 
efforts includi  I'n  i-i-'hli-limcnt 

in   IWt'  nca 

( .>mmun  i~mk 

toicHvsoii ,,  ..  ...^ i-.ing 

fiiuncmg.  giTyemment-a5»is«ed 
small  business  lending  and 
economic  deveU'pment  in  part- 
nership with  public  agencies 
and  iioiiprolils " 

franklin  also  examined 
llankAmcneas  employee  pro- 
grams and  concluded  that  the 
corporation  "has  a  clear  record 
o(  valuing  dtversity  in  iLs  work- 


.  pljie  Women  and  nunoniies 
I  comprise  38  percent  and  i8  pet- 
cenl,  resjiectivcly  ot  prod-vsiiHial 
:  [xisitk*ns  Benefits  are  generous 
I  and  extend  lo  ail  salancd  cm- 
j  ployx-es' 

The  repon  ais<i  niMed  thai 
BankAmenea  "became  tile  (irsl. 
and  only,  major  bank  to  reach 
an  agreement  with  church 
shareholders  i  onieming  its  loan 
policii-s  to  the  governments  of 
de\  eloping  louniiies  E^nk- 
Amenca  considers  the  human 
nghts  impact  of  its  leiHhng  in 
lesser  devekiped  countries " 
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UC  Berkeley  team  wins  housing  challenge 


A  tijm  i>(  gradual*  sindmts 
/\  Iri.m  I  t  BcrMo  look 
JL  ^  lir>i  place  ho!W)i-s  in 
itit  ■)fnii>d  annual  low-Intomf 
Housins  I  tialknsf  sptmsoriU 
by  Bank  i>f  Amcni-a  (  ommuni(\ 
Dcvclopmtn!  Bank 

rhf  lA    Berkeley  Icam  s 
pro)cit,  Oomingmia  Vtlasio 
ViiUs.  is  a  i2  iinii  allonlable 
houMiig  dovrlopinrni  UKalcd 
m  ihf  I  niiivdk  st'iiion  <>J  Oak 
Ijnil    The  •.ludiniv  omipincd 
iin>.i  icams  from  Sianford 
nersilv  and  liC"  Da\-is 
I  he  Ktudrnls  were  asked  lo 
desi)^  a  muUifamiK   htiuMn|> 
prx>jcil  li>r  k>«  inconu-  re^ideni' 
rtui  was  appeahng  hiuni  i  " 
(e-a-MMe.  and  acteptaMe  i. 
ii'irununii\ 

Ml  ihe  suidenl>  did  an  i\ 

iinl  (»ib  "  said  l5<>fA  <f  .inimu 

:..u   IKvclopmen!  Bank  Vice 

_^  Prestdeni  <\nihia  Chnsiian. 

ihiv  vrtir's  thallmiie  ctwuiiru- 


practical  and  hll  one  ol  the 
Bav  Area's  mosi  cnlical  needs 
—  hi|ih  qualsiv  affordable 
housing  I 

The  Domin^-uiia  (  "JfifM' 
Velasco  Villas  design  |  ^^^ 
leaiurts  Iwo.  ihrci 
and  lour  bedmoir 
unils  wuh  renls  rang 
mglromSJiclloSr"^ 
nionihlv  dc(X-n(liiiv; 
on  ihc  sii«  ol  th. 
unil  and  the  lenatn  - 
househokl  mconw 

The  learn.  »hi,  t 
proposes  lo  buikl  i  h. 
prt»)ett  )oinlly  vMih 
ihi-  S|vinish  Sjieakiiii; 
uncil    held  , 
mmiiniiv    ■■^•^ 
-    itw)  iiKliidcd  dull 
sjli  icsidcnLs  111  ihe  design  ol 
the  projecl 

Among  the  unique  features 
are  wmxl  porches,  iron  leme^ 
off'Sireel  parkingand  disiiiK  li\  r 


The  suidenis  arranged  finan- 

ng  of  ihf  ?  ^  mtlhon  proje^-i  K- 


;"■■■■-"  •'■■• 

/ill  iXlt'  l>j 

the  Bay  Arrni 
most  I  ritual 

needs  — 

hij;li-<futili(v, 

alloiJtMc 

housing  " 

-  bidk  .y  AmttKO 
CvallkMCh^HIHH 


■  'lim  subMdy, 
I  Uiw  Income 
. ,.  ,..iiig  Tax  Credit 
priHecds  and  Oak 
land  Rcdevebpmeni 
Agenn  tunds 

I  he  proposals 
were  ludged  h\  a 
sevcnmeinbcT  pane! 
thai  included  rep 
resenlalives  from 
nonpiofii  housing 
orgaiiuaiKHis.  publh 
agencies  and  Bank  of 
Amenca  t  ommuniiv 
r%  vfMipm.  nt  IViiik 

1^  inicnded  lo 

Iruis  who  are 

•  I  lojMng  aflord 

able  housing  jMoiecls  a  cluiMe 

10  work  wiih  housing  proles- 


sentalives  in 

p»r>Wt-ms  Ai  ih 


UwcUlfKU 

Apnl  11.  IW 

Reserve  Bank  lu    _ 

AKiul  (K)  |>eople  aiiemiesi 

The  winning  team  said  ii 
plans  lo  donale  its  Sl.lXW  pn:i- 
lo  Berkeley  anisl  Carolvna 
Marks  who  is  raising  money  lot 
ihe  A\allforPeacc.'  iobeerccted 
in  the  rruiiy-aic  MRT  s»aiiori 

Bank  of  Amenta  Cuminunilv 
IVvclopmem  Bank  was  tTcate*! 
m  Apnl  1«W  to  ofler  commu 
nity  devclopmenl  lending  pio 
grams  in  (jhfomia 

In   \*il.  II  pro 
mtlliiw  m  con^ 
i.ing  lot  low 
ianiiK   housinc 
and  ap|iro\iinaicK 


•idcti  <lt'! 


i.U.» 


111  goycrnmeniassisied  small 


Bank  .-t  4" 


ml,ll   lull 
i  Ihiliniyr 


I  K.xfsvii  jriim 


<•!!%.  rxi.fci  4ftnii  IliciJhnli  Timo  anJ^s  (i.clfw  pi.HJIi  lu>U  ih. 
„i«:  (i«  (hell  dewgn  iX  a  12  ultil  j//.'i.lrf*-  hcusin);  <!.•><■  (■■pnienl  un\ik'uin,l 


\ 
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.M'ini'N:iMiJ.iti'i.TiJM!iJLua.iiM:iJJ:ii.ii.ierfrm 


E^Ubllshl;^l  in  I^IW 
!h<  liHindaiion  is ihr 
plHidnihr,.i)u  jni. 
oi  Ii.ink.Ani 
!l  lunds  fi; ; 

Uix-<xrinpc  i«i;.ini..iii,.ii> 
that  proMcIf  «-rvKi>  lo 
communiiirs  ihrinighoul  ihc 
world 

listed  hrrr  arc  f>rani 
[aymcnts  made  dunn^  ihr 
firM  qturlrr  of  IWJ 


Health  &  Human  S«rvtces 


j  Sup(x«lor  l»<))—  ^ 

t  Niipp(*rt  kn  'i 
\  ■  DAI  V  {  i ; 

I  txir>  PAv 

■  DORAN  ki 
FORTUr  Bli'.!! 

Oram  for  rxpanshm  <>l  the  t 

■  RMM-OPAl  SAN<  I        i 
Genrral  Mippori  —  s ! 

■  WXIOWII.I  INDl 
OF  SOI  mERN  I.O^ 

<:ouNi> 


■  Ml  BKA  ■il  B\U  I  V  KJK  till 
Bl  iM) 


■  \.\U.:  >  Mij>ii..\;  UMLR 
H)l  NDATION 

^(i{ipon  (or  2tif'20  tmi  knch  and 
lo^h  rr.i^isms  —  $15.0(10 

■  ^M  II  orv  VAI  i.fcT  tkisrs : 

rOi  NDM  ION  or  M  ANISLAi 

<  ^(xul  f>raiu  fill  ccfuifimcm  hn 
ihcir  ncMuul  U  1 :  —  51O.i)0P 


I  ■  (,IRI>.  IS»       SVNI  V 

I   BARBARA.  RCUOM  St  RVICI 

I   n-NTF« 


■  SH  MA  OISTRU  t  HOSl'ITAI 

KHSOATIOS 

S.!'i  000  gram,  payable  tn^r  t»o 

>rars,  for  Sclnu's  Lapiul  campaign 

sn.txKi 


-.1   llKSVfKTSn 


MippiXituf  t*^>  ^uuth  pfti^t^ntA 


'  lliSWOMlN-S 


I  !  i    VMi  »li  ^ 
...poo  (uf  IW)  -    - 

■  KIDIASnSrAM! 
■.■p<»rl  i'(  (heir  (.jpiiji 

■-i  J*»ptnrni  Frojtrani  —  Si  *>> 

■  -AMRAS(lS<eniX)l)BAN' 
Sii[.p.m  (iir  190?  _  ilO.lXV 

■  VtRMONT  Hill.-.  lAMII  \ 
<  !■!  (.ISIFR 

'  M  Uiptnenullv  apprcprulr 
(H-rials  lor  «  nr»  trntcr  M^r^rtl 

•  vnc  -  ?:  xv 


i  rkoit.t  I 

I  CttnerM  upcratinK  suppt«rt  grant 

I   —  $"iO(W 

j   ■  (im  I)  .ABl.se  PRIVtVTION 
HIISDATION 
(  jfHtal  (antpji^  lor  fatillltes 
■>uu<li<m  —  »21,(M0 

■  WW\  TRAIYC.IIMC 


■  si  VU'll  i  DMVC,  Sin 
CI.VIIRMII  NASnil:(.0 
fimnt  lor  ptiri  ha«*'  "f  mral  pwr 


■  YMt  \l)r  Ml  IROPOl  ItAN 

U>s  \Nt.rll>. 

SI  W.OOO  f;nm.  pavalilr  tncr 


••■.rnio(i$n,000 
•  ■A-.-  inrr  ihrcr  vear»,  for 
:  -  tmKfil  u(  J  v-holarvirp 
t.iiu!  !o  promotf  x-^xaiional 
irammj:  for  n»iKiri(v  srudnus 
—  S^MV 

m  AMt:Rl(-A>i  ASM  AM  i 
illK,iAiK<Hi't' 
sINfSS 
-jppiHl  lor  IWl  ictui ...  V 
1AO  miru>niy  <4udmt&  u*  attrnJ 
A.^(3*>  MlTtonr\  Narnmrr 
I-  lr\stilulc;  —  SlilXV 

I  »  t  AllhORNlACOMMCNIlY 

j  ClXJ.H.I.>F<H  NPATION 

!   Tht  tarl.  Start  Pt..jr<1  -  S22.WO 

;  ■  I  AMIl  ■>  S(  IUH1I 

\  Prvjgranr  supp*m  Itrr  cIrop-iHil 


SupiKMibr  1991  — SI.OOO 

■  INNOVATlVhHOLSIM. 
Suppcn  for  Parrni-tlwld  l*TO|^n 


dimird  at  homolt^  airi>k.  and 
Mngtr  pateni  famUkN 


lOWH 


■  M.\MASKnHUS 

Supp<»Tt  !f>  f  ypsnd  Ihnr  hfwnr 


Suppcrrl  ot  I'ha><  til  <^t  ihr 
dc\*lopmcni  pnvjct  I  (or  tciKjv, 
tion  artd  tkw  conMrunuw  M 
mtfal  coumy  bcilutn 
—»l  5.000 


[ao^tum^  —  >  i.iAAl 

■  B()VS  «  t.lRI  s  <.  i  I BS  tit 
OAKlASn 

Itjiant  lor  purcha^-  of  rtpilpnient 
— $2,500 
1  ■  CIIINl.st  Nl-WdiMIR'. 
I   StRVICTt-LMtR 
j  Stippon  lor  IW}  —  $10,000 


i»t  itmj;  jlmssng  p.ilurii^  in 
(  ODA'S  C  hildrrn*  Pnigrain 
—  $2,500 

■  DOU.V  CHNTtR 

Suppan  for  lot  IW )  —  $J.500 


■  lJN<C>l.VCHIin<INTtR 
Support  to  expand  bk'illlurs  i 


■  I  ;)s  AM.H  I  S  t  RI.IH  IMC 
Sop(x>rt  lor  rhc  irliKaltim  of 
ihcir  Ad*>k^cnl  Pro»rrams  to  ifw 


Sup);>iMi  li>i  (hi  I'uiw'uM-   'i  ihc 
Wornrn^  Building  —  $  1 5  tXXI 
■  SKONDHARVKSI  ItXtn 
BANK  OF  SANTA  CI.ARA 
Capnal  support  —  $25,000 


\1i!)lAl.k>i!  •• 
Suppon  for  the  (atifomia 
Hispank  High  School  Dn.^p  Out 
PrfvmtMin  and  Rrcovcr\  I^|e<l 

—  $25,000 

■  LOS  ANGH  FS  I RBAN 

I  F.AGl  r  IRAININt;  <  FNTIR 
Annual     support      for      199) 

—  $25,000 

■  MAnUMAiKS  lA'  's""> 
\l.,S(IFNCl:.A<H!!  -.''••■ 
MtSAI 

^'iptx>n  for  urban  puM:. 
.-.iucation  lor  1*»)  —  5UHX1P 

■  RKIX  UX  l>  \MFRKAN 

isrHANMHiFry 

Erhicational  aivl  humaniunan 
support  srmtr.  —  $1  VOlXt 
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I.H.TirU.IMlJ.lH.'l.riJM.'lJLUa-ilM.LJJ.ll'.HH^rTTg 


■  MS  iRANi.l.-.lOl.MVUC-IIV 

Nipjwfi  Uh  inmtmtv  summrr 
prttp^un  —  $).000 

■  MN  JOSf  CONSeRVATlOV 

■  OR)^ 

vi-pr^'T^  for  ihftr  b'dlK^ion 
.   .-i  -  «.50O 

■  iilOI'Pt^RIi  Nlllts 

-  -.PMION 

tirhtiiW  H  project  —  $10,000 

■  I  UI[ORMAAL\DriVtlC 

;iMAma>N 

Nupixm  (or  (he  i^'i  con^ictmon 

-  S10.0W 

■  l    \'  ii.lKM  V  ?OI  \ 


m  I  ARIIB  Pl.A^ 

■     ^  enter  — '>;,-hX' 

■  i  m,m>NAL  RIGHTS 
'  •  1  ION 

K.  nl->«ji  <A  Mippon  (or  (i*)) 
-  i!5.>XX) 

■  MMOR  Al  HUAtMl  \r 


Sirpp.)n  f.K  1<W J  — $10,000 
■  IMCHFOR  AMtRllA 
vu|ipixl  (or  \'>^\  —  $10  OOtl 


(H.yri 


»li«  IW)  — ilSAIll 


■  I»>ARnOF  RPCfNTN- 

l  NIVUtMrv  Of  NE\  ADA  RI  \0 

vholiir^lup  ior  lOo;  |»)) 

■  (v\IJK)RMA.A!iS<XJAIK\S 
Ot  STCDENT  (  (XM  I!  > 

—  $2,000 

■  ariZKNf  soiot.ARStiip 

IIH  NDAIION  Of  AMf  RICA 
.Adniin»Udnon  of  iht  t9M5 
Bank.AiDcrK:a  SchobrtlH|> 

Pr.^r.m  _  $»<  M»l 


f  Mirvmly  Studrni 
ji;i  ProiTun 

■  OPRCSSClMlH.l- 

KM.  "iOATION 

Suppon  lor  ihr  Carter  Planning 

(.  rmcr  jnd  Rc-linirv-  Prof(ram 


aifmaktscikk-ARsmiph'M)  | 


-  $2.'Hl0 

■   I   M-,1  R^m  ill   SAN 

iMMTlOSVl 

-..ni-ri  ^'1    l-~.   -$5.0lW 

I  ■  Till  ASIA  KHMJA  HON 
I  $  100000  i;rana.  ftyMt  orci  i«o 
,  >T4r*  (02-91)  (or  cjpiul  ftram- 
tf^iiipincnl  purchase  —  S V-OW 


,  L^^  UIICD-CUMMACU. 
I  VOllNTlKRSlNKn 
'   PurrhaMr  u4  j  nru  M^into^' 
i  (.-ompurfT  —  $1,775 

I  ■  BROOKINGS  INSnUTIi  " 
I  Suppon  (of  CW?  —  $15,00<i 

i  ■  <.  Al  IFORMA  St  HlXM 
i  Wy«Rl>SFulN()Alli>N 
>  SupfX^rt  (m  ntiiRagcniirni  training 

(or  ^(kioI  hoard  nwinfans  (or 

19OJ_$l5,,x)0 


\.n  UMi  m-Ms 


■  COI  St  IL  K)R  AID  lO 

I  HLLATKJN 

support  lor  1<W5  — $3J00 

I  ■  BlfNAVISlA  AlTHRNAnVE 

I   SI  mWl  PTA 

;  Supp^irt  tor  School  P(Hiloj;t3ph\ 

j  Pro)«l(or  !*I3— S2.W 

i  ■  (  AilH>RMAtOWj\rillSM 

ISITIAIIVISILSD 
j  Suppi>n  lor  (  I  If  (or  the  I  -^ 
f   |00)pr,«^m  —  <IV1(10i' 

I 


■  HI  vmrnni  siAri  inc.  r 
sin 

(  apital  campaign  (or  Rusinnfr 

[V(urTinrnl  -■■  ^i  >  iXV 


Community  Oevek>piT>ent 

i  ■  i  ,>>.iMi  ^ll^  M  K\;i  I 

I   Pl!iH.R\MS 

j  suppon  (or  |^ng  prrvemion  pfav 

;  — s<iOo 


■  tA>R«»,\N  11  ■     • 
l=Ot;»<DA1K)N 
Suppon  (or  lh<r  t 
('ommunns  PmrK 

m  INlERNATRiN 
.hRVICf^  CORPS 
support  for  I*Wi  —  ?  »  ias» 

■  SKID  Rll»  OfVFH)PMENT 

(  ORK)R.ATIt>N  1  OS  AN<;f  1  HS 
support  lor  thr  Tcndi  AnnK^rsary 
of  Sichj  Ruw'<i  Transition  Hou.sr 
—  $10,000 

■  AVONDAl.f  M  K;HBt>RHOOD 
(hX  SING  SERVICES 

Support  ioT  I  <»1  —  $10,000 


,>uOfM.k'fMiicnt  ^a|3ibi!UHS  m 
'  incU-rvrrxtd  arras  o(  the  .oalc 


BolAS  MINORITY  PURCHASING  ADVOCATE 


Tabak  honored  for  minority 
purchasing  efforts  at  BoCA 

Y,<  J'lijiiiTU  /imr  T<iJ«l!.  n  ho  munago 
h,  Kwlt's  puichasmfi  ptoj^rami  for 
niiiiinrt   itntt  HomniMmm-d  huMnras 
fnteiyntsf*  m  i^cuthan  (.uit/orma.  hoi  been 
h»»U)ri-i(  as  'Advtxiur  af  ihr  Year'  K  ihr 
Ijx>  .Angdi^  t  htipirr  of  the  Satuykil  ^ 
itfWamtn  Bumhto  Owrwrs  (\AU7ii 
'lihik  Mptd  \.WBO divelnp a  «  h,  i.     • 
'nd  mfn(i*nnj^  prttf^ram  lot  vtmng  mnh  ■ 
■\.>men  st-trkint^  tc  bctirmr  m/rrTrrn.-j' 
U  Hunto/.Atru-iuu 

MiMtfs  ID  the iiunpi' 


support  (or  IWJ  —  $2,500 

■  ('RANCISCJ^^  KfvHRPRlSr  w 
OUKMH 

support  f.»I<>i)3  — $2,100 

■  HAKTAI  HHL  HlMAMn  - 
C.RAYT*>NC(H^TV 

suppon  for  I'm  —  iiMO 

■  I IKIAI  INITlAi  l\  !  ^  ^1  I'f'  'K ! 
,ORPl)R.AIIOS 

i\o»ni  approved  gr  < 
-  %'^)\\» 

m  NMIONAI   (  tNh  H  lOK 
\MI  KICAS  ISDIAV  IMfRPRISl 

l>lMli)PMI  M 

suppon  (or  CN)  —  $25,000 

('MiriNtted  oca  po)^ 
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BANKAMERICA  FOUNDATION  FIRST-OUARTER  1993  GRANTS 


,.•<!/>, 


ipr 


•.paift 


■  SA  I  lONAS.  t  OM,W.!i».  OI 
1  .■MMl  NirVHl'NOMIt 
DIVIIOPMFNT 

Ottt  <iprr<!mg  >uppon  lor  I<)4) 

—  $10(W 

■  MWMIXRIUOMVH  sin 
DFVH  OrMlN  r  1 1>AK  I  IN!) 
Ctwiu  to  coordirau-  *n 
eduGHK^rvU  pnignun  on  develop- 
ment hiuncing  for  rural  bixuimk 
(Irvrlopmenf  profc^icmaK 

—  JI2.000 

■  •WNIAItMU.!- 
HOlSINt.  SI  H\  K  I  - 
Sappontoi  l^^      '  ■     ■ 

m  WOMEN  S  INniAUVfc  H»H 

seir  tMPi.oYMtxi 

O^vrAlif^  >uppon  (i<r  I*>05 


Culture  a  ttie  Arts 


■  I  Al  IMIRMA  A<  Am  MV  Ol^ 
S.I1N(  fS 

Suppon  for  thf  exhihiiK'ii.  'liands 
on  Si  toKT"  — 525.000 

■  (-RISNO  Mi  IkOirn  11  \N 
MUSetJM 

Suppon  Km  iht  i(  '^^^^'■  i-^* 
seabon  —  S-^iXH' 

■  lAGUNAARI  MIMIM 
Giani  to  support  ihrir 

7^th  AnnrtTPstrv  i^mpai^ 


I  intlv^J^  NtuM-unt  s  p^rnuiH  n 
rxhibil  'Living  with  NAiurr' 
—  SlO.iXlO 


■  \\:'K  ( ill  Ml  VI  --I ;  \" 
ASS4X1\1K>N 

Suppon  lor  tWl  —  S2.»0 

■  NIWVlK\Kt>MlSH  M 
Ot  VAH.RAl  llbUlKV 
(iH  SI>AIIO\ 
"Soinov  Vfcinos'  oiitrcof  h  Nifthi 


■  MWK5*1  HtAi  I' 
lIBRARVHRNDAn 
Supp»»n  (rf  thru  lajuL. 
k^Mnp«t($n  lor  <  onstn: 
nrw  m^in  branch 
—  $10,000 


■  SAN  Wl  IX)  MLSklJM  Of 
( (1NTI-MPORARV  ART 
« V> (XX)  unini  puiat*-  <>mi  two 
vcjr»  lUJ.lHi,  lor  ihc  rc>loiali.m 
inil  cA^vinsian  of  bLMtsfn 
rnusciim  ami  oulliltineot  nn* 
diiuftiown  Mitrlitif  gailrn- 
—  $25,000 


■  h\F!KIMi\;  VI  l.RtX  I' 
VtM  NC  PFOPlliS THfAlRI 
Su|ipt>n  lot  ins4atbtion  ol  a 
heatrnA  sysicm  for  classroom  ] 
.idhcTbuur  — $VX) 

■  IMAC.O  nil  ATI  R  MASK 
INSl-MBllr 

Vipnon  li't  (he  t  rcaiion  and 
prsjtUK^lum  Iff  a  m.ijo(  nrw  wo 
lot  (he  fnM*mblc  --  >2  5<X> 


HtKniUipciatmg  suppon  —  $5.tXX) 
I  V\i  A\  II  IT  Ml  SI  I  M 


SAN  rA  i  r 
s«ppi>n  It- 


m  (APPSTRIFTPROJH  T 
AudtrlKc  drvekipniml  cfEiirls 
—  $2,500 

■  I  RI:AIIVIT>  IXPI.ORFD 


■  l.^l\LRi^^  oi  l.iLii '..'k-MA, 

DAVIS 

Stippon  for  I'f  ■  rhn»«  Prcvnlv 


-   s.'ivv 

■  BFI.1.A  U:WIT7ICY  OANCf 
1   FlX'NDATlON 

j   '<«ppon  lor  ["NJAJ )  v-ason  - 

j  $:.5<iti 

■  I  AllK>RS!AnAVWRI(.llts 
I   l"Ril|IH 

j   Intrrurncrational  Program  and 
!   In-SctMXTl  rbv-wnling  Ptoirit 
--$2,500 

■  ( Hii  i>ihx)n  PRO«;<  now 

i  ir)l_)K  AllfORNIA 
■   I  rcf  TtL-kel  Outirjch  Program  ft*r 
I   1093  — $2,500 


M  jin  sucr  perfomianccv  and 
'  xpandcti  arts  edut^ation 
piocraiiu  m  the  San  rraiK'b<:o 
I  puhk  schtwb  —  $5,000 

■  SANJOSECLFVHAM) 
RAIlfT 

Suppon  (or  I Wl  —  $2  500 

■  SHAKf  sruRl  SAS  VRA.S 
(  ls«i> 

Supptm  lot  IM^i     -  $5.00(> 

■  lAII  SPINS!:R>  IHEATtR 
Suppt>n  for  *A  VoKi  lor  a  New 
Theater-  —  $2,000 

■  fRIKNDStX  IM^'MPIA 


supjxinlui  iWl--Si.5O0 


.'Rt.ill^lR\ll.\L.l.l 
S4ippon  for  the  t.>rt  heMn 
Matugi-ment  felUm^htp  Program 

lor  |UUi_$7.tX10 

■  lAI  IIORMA  syMI'H()S1 
S«pp«irt  lor  IW2Ni  <teasan  — 
$15,000 

■  UTi  OPI  RA  -  Ml  Sll   IS  rut 
MOfNIAINS 

j  PrograirtN  lor  the  voung  (people  •>! 
i  Nes-adi  *  ouni\  —  $  I  ,lXX) 

■  NHV  MEXK  DSYMPlhVNV 
tWCHtSIRA 

I  Suppon  Idc  IW1  —  $20,000 


■  OAKLAVnB.MIl  I 
Sufipon  lor  11W3  —  $7,500 

■  l>RF<.OVSrTSTlVAl  i)l 
AMIRION  Ml.su, 
Ocneral  openuing  support  for 
190)— $1,500 

■  PORTIANO  V(X  TTt 
!'fllUMRMt)NM. 

I  iv  a  brvK-hurr  to  ase  as  a  supple- 
mem  tool  when  the  ori.hc%tra 
plav^  lor  lis  peers  —  $  1  1 00 


^AMIMION^   ASSill  U'U>S 

Suppon  (or  concen  season 
—  $2  500 


■  l.Mlll.>KliNSMir>lM,M) 
Suppon  (or  1493  —  $5,000 

I  ■  Kt  BX.  INC 
i  Pnvramming  for  stiident.s  in 
j  grades  I  12  to  be  amtl  os'er  local 
raJto  — $1,750 

'  m  KPSS  -  SAN  fllFUtSTATF 

I  l.MVT  RSITV 

I  Supp,srt(or  1993  — $3.5(X1 

!  ■  I'RttnlN  PIBlJt  BROAD 
<  ASlTNt;  Hn  NDAIkA  IM 
Rcnrsval  spoirsorshtp  ol  the 
llregon  Field  Ciulde  (or  1993 
-$15,000 

■  NATIONAI  CIWRITIFS 
ISrORMA  nON  M;RtXL'.  INC 
Suppi^  (or  the  Wise  Oiving  Ginde 
(o,  igi)3_S2(XXl 


■  i.AilH.>RMA\SAl.AJNSi 
WASIF  IOI,NDATK>N 
Suppon  lot  'Buv  Rfcstled- 
campaign  —  $5.0lV 

■  tiOl  01  N  t.,ATF  NATIONAI 
PARK  ASSO<  lATKW 

For  the  fN\*sKSK>  )>Unntng  process 

—  $25,000 

■  SAT  ION  M  PARKFOlM)ATU)N 
suppon  lor  1993 

—  $5,000 

■  SAN  FRANCISCO  BBAliTIFUl 
Suppon  lot  199] 

—  $2,500 
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Focus  on  customers  with  disabilities 

T 


litu  ^  a  tumJ  ik(K>M\. 
ai  tUnk oi  Anwnia  v,h 
bourn  cd  cluckslH^aii 
iiUni  rrad  an  .ncrdraw 
ml  nolitc  No«  his  hraiv. 
•  s  wht-n  Imid^  dr\  up 
»il.\.iflu  r  r  ha>had  irouni 
ag  Ivtauso  his  visvul  ?.'r 
1.  ni  tajdf  1  cimpuici  nnai;i 
ii>  >fc  Things  art  b<iii 
ihf  bank  punhAsrtl  nu-. 
ig   cquipmcni    fur   hi 


ihf  pas!  18  mi>nlh>  BofA 
lu^  nude  hundreds  i>(  acfom 
nuxiaiH'ns  for  lusionicrs  and 
fmpl»>'efs»ilhdi'ii»bilii!p>  Ixwk 
for  thr  Irciul  iv  continue 

Thf  hank  is  liMnj;  up  lo  a 
long  Mundmg  policv  lurhulding 
diunminaiion  against  p<>opic 
with  phvsual  or  mental  impair 
mrnis  ltsalv>ir>ingioiiiinplv 
ttith  the  I'M)  AiiiciKans  with 
Disabihlits  All  iAIH) 

I  he  Ifgisbiion  which  tiKik 
dfctt  in  |anuar>  l*)2  requires 
buMnesses  to  make  l»cllme^ 
ateessible  lo  [)eo|>le  with  dis- 
abihtie.s  It  also  outlaws  distnm 


making  oer>thing  from  ATM 
mat  hmi-s  to  v  hit  king  a<eiHints 
mofe  atteisible 

The  law  require,  a  good- 
laitii  eflon  and  sisible  progress 
Untaidscompliansc.  savs  AVP 
I  cm  Hanagan.  head  ol  ADA 
Crogranvs  ai  liolA  "Our  effort 
has  been  vfr>  goixir 

Bv  the  e.id  ol  \'*ii.  every 
VIRVWFIlhR  AIM  machine 
location  will  have  at  least  one 


.«.  iieeithait  accessible  AI  M 

■  .  machines  already  have 
i  '.<i!le  marking; 

We  started  insulhng  wheel 
iijir  accessible  machines  in 
jS~  sii  we  were  in  pretty  giv>d 
.ipe  when  the  ADA  was 
i^sed.'saysVPl  vnnClcmenls., 
iMness  manager  ol  systems 
-  lations  in  VlRiATEl  lUisi 

■  ^M-S. 

IWilA  managers  are  undergo 
ing  trainmg  to  ensure  applicanLs 
and  empk^vees  with  disabihties 
rece've  fair,  equal  irtatmetil  from 
the  bank 

A  20-memher  task  force 
crafted  the  hank  s  response  to 
ADA  during  six  mnnihs  of 
meenngs  in  l^)\  Since  (hen. 
BofA  has 

•  Adopted  principles  aimed 
at  making  (aciliiics.  scrviees  and 
cmpknineni  accessible. 

•  Isiahhshed  a  toll  Tree  tele- 
phone line  l-aXlKNAHLIM  . 
for  miormation  on  products  and 
ser^il<^ f.'i  (x.iplt  wnhdisabih- 


gtoups  rcprcsc-ntiisg  (K'ople  with 
disabililiesto  hear  their  cxHicems 

T  spend  a  signilkani  amount 
of  my  lime  on  community  out 
reach."  says  Hanagan  We 
weren  I  experts  w  Iwn  v»e  suned 
this  pnxcss.  so  the  insights 
from  these  groups  have  been 
most  helpful  "  Hanagan  has 
been  appointed  to  (he  Presi- 
dents (  ommittc-e  i  ^  Employ- 
ment ol  People  with  Disabiliues 

BoLA  IS  researching  how  to 
make  hanking  services  more 
accessible  to  customers  with 
disabilities  It  already  oilcis 
large-pnnt  checks  and  check 
registers  with  raised  lines  Uir  the 
visually  impaired  New  accounts 
oIlKvrs  oen  offer  to  read  aloud 
IxKikleis  describing  the  terms  of 
BiilA  deposit  accounts 

TDt>  equipment — telephone 
donee  for  the  deal  —  has  been 
installed  «>  that  deaf  customers 
c-aii  lonverse  with  hank  lepre- 
sentaiiv  cs  by  phone  IhedevTCcs 
allow  both  parties  to  iy|x'  out 
nws.sages  which  appear  on  com 
puier  screens 


Two  S.F.  schools  scale  ladder  of  excellence 


In   \l.i^    :i   at   the  Uoriil 
PnHjiuliviiy   (..ongievs  in 
Stockholm,    the    world 
learned    something    (ormer 
Piesident  Biish  already   knew 
that  (-lixket  Middle  SchoiM  m 
iiillsKirough.  Cjlil .  IS  one  o( 
'xst  schools  in  existence 
isi  March  more  than  1  mil 
riiemhers  of  the  Natwnal 
.ition   Association  (NIA) 
vercd  something  else 
I  (■  Mann  Vhool  in  San 
ISC  ,1  IS  a  nationwide  mcxlel 
luvaiion 

ink  ot  Amencj  has  helped 
>ch.x>ls 

:.>cker  yyas  rccogni:i-d  by 

Swedish    Academy    of 

rues  as  one  of  the  top  hve 


IK.i.Ki  Mann  ici.Kid  I  \ 
lellence  in  Action  honors  Ironi 
theStA 

BolA  s  Burlingame  Branch 
adopted  Crtxker  vhool  tout 
years  ag*>  as  pan  of  the  nation 
widi'  .\dopi a Scluiol"  program 
Students  visit  (he  bank  to  leant 
.atxHit  hankinn  display  artwork 
andsometui  •-; 

caltoiueii^  i~ 

-The  pi. -L 
both  the  lunk  ,i:i 
siys  VP I  rank  Hum 
■he  Burlingame  Bm 
il-ycar  BankAmeiuaii       li 
slums  students  what  is  going 
on  in  business  and  we  Icam 
alxHJl  (he  c-duc-aiKMial  process ' 

In  Vmember  1*11  the  pnn- 


\  1'  I  v.ir.K  I  Mel  aiighlin  nunager 
ol  Bol.\  Iducation  Programs,  to 
help  wnte  a  restructuring  plan 
iM-eded  to  apply  lor  a  slate  grant 
With  Mclaughlins  help,  the 
school  wi>n  the  hve-vear  gram 

Ihe  restnictiinng  pbn  fo 
ctises  on  teai  her  accoimtabilily . 
parental  involyenieni  pe'V 
formance-based  graduation 
criteria.  »n*  employment  skills 

"The  most  imporunt  thing 
.1-  to  help  the  vhcxil  commit 

liaving  otitionK -based  per 
miancc  and  becoming  account- 
able lor  the  results.'  says 
McLaughlin,  who  compleird 
i  ihe  plan  m  I99i  He  now  ad- 
n<«s  the  schot^  on  implemeni 
ing  t)ie  plan 

IVsules  resirucninng,  f-dii 


cation  Puigijins  has  lout  other 
pri»gnini-  IViject  STtP  (Skills 
Iraining  f-.duca(ion  Program' 
leaihes  student  bank  interns 
)ob  skills 

Through  (he  Choices  Pro 
gram,  employees  advise  ninth 
grade  students  on  developing 
sclt-discipline.  and  understand- 
ing the  lonnection  between 
academic  success  and  job  sue 
less  lnihepartnershippri>grani. 
a  blanch  teams  up  with  a  s<.  Iwxil 
to  helpwiihtutonng.  mcntonng. 
resiruciunng,  and  career  days 

In  the  Regional  CVc'upaiioiul 
Program,  high  sihix>l  students 
receive  six  weeks  ol  skill-  ■amu 
iiigheloreihevare |  ' 
paid,  pari-time  I 
posnion  for  It'' wee  k-^ 
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Photos  detail  African-American  heritage 


The  o.lluul   in,! 
\metK.u: 
IS  t'xplorni  in  .'  : 
hihit  now  im  dt 

1  rjniLsio  umii  I 
bv  Bank  of  Ann  i 

Iheexhibii 
Drrp  The  BUk  i  \)v  i 
tahlornui.  1  J(X>  i'XXV 


more  ihan  V' 
■\(ruan  Amini . 
(aiilomui.  wiii 
on  ihc  siptilK.i' 
ilu'  Woi  \n  hi- 
I  (in.-n  Kai2.  Jd<  1^ 
[>jnicl  Oixxit 
The  fxhibii 


ill,-!- 


lo  suppon  !! 
project.'  said 
Bcisv  Naihhaii' 
Communiiv  0' 
si)!nificanily  adu 
standing  of  Cali! 
dynamii  hi-sinf. 

"Our  Rooi'   i 
hasrd  on  ihf  ar.iiii 
same  name  h\    v 
TfrnplelonatHliii- 
and  fonimcnu.'> 
S.wnn  in<tiv,<t'.. 


huilder 
ihflir-.t 
I  OS  AnKrlt-s 

•  Andres  Pito.  brorSi 
ho  Pro  and  the  last  Mevi.an 
pnemor  of  Alia  I  ahlomia  To- 
gether, the  Picos  owned  more 
than  552.000  atr«  m  Soutinern 
Cahfomia.  inrliKling  ihf  San 
f-crruralo  Valle>'.  W'hiilier  and 
fjmp  Pendleton  As  a  Mexi- 
can general  he  defeated  the 
r  s   Armv  in  the  Kiiil--  .'I  s,iii 


Pascual  in  iW/ 

•  Francisco  Re)-es.  the  sec- 
iind  mayor  of  l.<is  .\ngclcs  in 
i7K2  and  the  onginal  ranihci 
M  the  San  F  eriiando  \  allcv 

•  Manj  Riiu  \alilr:  owner  of 
Ram  ho  Koifeo  de  Agiias,  ni>w 

,   Hills 


•  Mamiei  .\kIo,  owimi  oI  a 
large  tract  stirtching  from  iw- 
rent  Santa  Anna  Freeway  to  the 
loast.  inchiding  what  is  now 
.Aiuhciin  arkl  RtsnevlaJHl 

•  William  Alexander  I  cldes 
dorlf.  prTii4()s  ihc  wealilm-^i 
pre  {iold  Rush  (jlifomian  and 

.1--  ■    •'  Mil    lir^i  sioie.  hotel 

-•  snSanlTancLSto, 

'  1^1    >t\  iti-asurer 

■   Amcn- 

hCOtlMll 


,  quistadors 

1  ITie  exhibit  ls  bemg  staged 
by  a  coalition  of  busmevses 
]  including  Rank  of  Ameruj 
I  educators  and  nonprofit  organ 
I  izalioiis 


Commuiiily  &  tiu'  Bank 


•  s^  nixxl  in 

a  iiU)  ^paiiijji  cpu  as    black 

as  the  ace  of  clut>s  and  the 

most  beautiful  of  wotnen  ruling 

the  island  ol  (California,  whieh 

was  populate*!  by  black  wom- 

,  1      I,.,     .!  ,'H  this  accounl. 

>  /     ;  ihe  isbnd  near 

I  ,■      -^     .  1.  I  LUcs  of  CilKila.' 

Lotics  launched  an  expedition 

I  10  what  IS  now  calkd  ftaft  C  jli- 

i  fomia  with  300  African  con- 


Spniml'WJ    Vol}.  Not 
tdilor  Russ  Yanow 
D»i||;n  tauia  M\Tfs 


*:  lh<-  Bank  i-  |tiih 


corp«lJI«r  rfS|H)ns)hil(ly  pio 
grams  and  is  distribulctl  (<■ 
cuslomrrs  and  mhet  inlrrrsirci 
parties 

Quesrions  and  lomroeni-. 
can  lie  dim  ted  in  iinii  'Ml* 
<»r  bv  phuninjn  Hli)  **'i '     ■   ' 


Pimred.i 


wif,/. 


m 


!  BankAmcrica  CorponMum 
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EXHIBIT  V 


PACIFIC  COAST  BANKING  SCHOOL 

SHOULD  SBA  7a  LOAN  PROGRAM  RESOURCES 

BE  ALLOCATED  VIA  NEW  GUIDELINES  TO 

SUPPORT  BOTH  LENDER  PROFIT  AND 

TARGETED  COMMUNmr  DEVELOPMENT  OBJECTIVES 

BY 

SUSANNE  HANSEN 

CHIEF  FINANCIAL  OFFICER 

BANK  OF  AMERICA  COMMUNITY  DEVELOPMENT  BANK 
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ABSTRACT 


This  paper  focused  on  bank  efforts  to  achieve  Community 
Reinvestment  Act  compliance  in  the  area  of  small  business 
lending  utilizing  Small  Business  Administration  (SBA) 
resources.   The  SBA  7(a)  loan  program  was  reviewed  to 
determine  if  it  is  structured  to  help  banks  meet  community 
needs  identified  in  bank  needs  assessment  surveys. 

Bank  needs  assessment  surveys  were  reviewed  to  identify  key 
community  needs,  and  SBA  lending  results  were  evaluated  to 
determine  how  well  the  SBA  helped  banks  penetrate  the 
identified  borrower  needs.   The  objective  of  the  study  was 
to  determine  what  new  guidelines  should  be  considered  by  the 
SBA  to  support  both  lender  profit  and  targeted  community 
development  objectives. 

Key  sources  of  information  were  personal  interviews  with  SBA 
lenders  and  a  variety  of  statistics  and  studies  on  SBA 
lending  results.   The  conclusions/proposals  which  resulted 
were:  1)  Real  estate  loan  originations  per  lender  should  be 
limited  by  the  SBA  to  permit  more  lending  for  working 
capital  and  other  types  of  financing;   2)  Part  of  the  gain 
on  loan  sales  should  be  returned  to  the  government  to  create 
a  new  equity  fund  for  small  businesses  needs;   3)  Minority- 
and  women-owned  business  support  provided  by  the  SBA  should 
be  expanded  relative  to  the  demographics  of  creditworthy 
targeted  potential  borrowers;  4)  Start-up  business  credit 
allocations  should  increase  as  a  result  of  reduced  real 
estate  loan  allocations;  and  5)  Small  loan  ($50,000  and 
less)  minimum  requirements  should  be  established  for 
preferred  and  certified  lenders  to  help  meet  the  demand  for 
smaller  credits. 
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CHAPTER  I 


INTRODUCTION 


Banks  have  been  required  to  comply  with  the  Cojmnunity 
Reinvestment  Act  (CRA)  of  1977  for  many  years,  however  they 
are  now  subjected  to  formalized  regulatory  reviews  and 
publicly  disclosed  ratings  by  banking  examiners  of  such 
compliance.  These  ratings  are  also  used  by  regulators  as  a 
hurdle  for  banks  pursuing  acquisitions,  therefore  CRA  has 
become  even  more  visible  and  critical  in  this  active  period  of 
bank  acquisitions  and  mergers. 

Additionally,  regulators  are  now  looking  for  results,  whereas 
previously  quality  documentation  of  efforts  were 
constructively  viewed,  regardless  of  actual  results. 

With  the  increased  scrutiny,  all  banks  are  making  stronger 
efforts  to  establish  acceptable  formalized  CRA  programs  and  to 
determine  reasonable  methods  of  meeting  their  communities 
needs.  One  of  the  most  accessible  and  widely  recognized 
programs  which  qualifies  for  CRA  credit  is  utilization  of  the 
Small  Business  Administration's  (SBA)  loan  programs.   The  SBA 
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provides  the  single  largest  federal  source  of  funds  for 
economic  development  financing.  Approximately 
$5.3  billion  of  guaranteed  loans  were  approved  by  the  SBA  in 
the  fiscal  year  ended  September  30,  1992.  In  fact,  urban  and 
suburban  banks  reported  using  SBA  programs  almost  three  times 
as  frequently  as  any  other  federal  program.^ 

Although  the  goals  of  the  SBA  and  CRA  regulations  are  not 
directly  related,  coordination  and  cooperation  between  them 
and  the  lending  community  is  vital  in  supporting  the  country's 
overall  objective  to  provide  successful  community  development 
and  job  creation.  The  continuing  demise  of  inner  cities 
throughout  the  country,  spreading  to  suburban  areas,  is 
evidence  that  we  must  all  work  together  quickly,  and  try  to 
overcome  these  growing  problems. 

This  paper  will  specifically  focus  on  the  adequacy  of  the  SBA 
7(a)  credit  provided  to  targeted  small  business  borrowers  as 
identified  by  banks  in  their  needs  assessment  surveys.  The 
purpose  of  this  paper  is  to  provide  necessary  information  and 
analysis  to  determine  if  banks  are  able  to  successfully 
utilize  the  SBA  7(a)  program  to  support  their  Bank  CRA 
programs,  or  if  the  structure  and  operation  of  the  SBA 
potentially  limits  benefit  to  targeted  community  groups  which 
banks  have  identified  in  their  needs  assessment  surveys.  If 
research  indicates  that  more  SBA  guaranty  dollars  are 
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necessary  to  assist  a  particular  borrower  group,  a  suggested 
proposal  to  facilitate  the  desired  result  is  presented. 

Chapter  II  will  outline  the  Conraiunity  Reinvestment  Act  (CRA) 
and  provide  a  historical  evolution  which  will  lead  the  reader 
to  the  compliance  requirements  imposed  today.  This  chapter 
also  addresses  whether  the  SBA  or  nonbank  lenders  approved  to 
employ  SBA  resources  are  subject  to  any  similar  community 
development  standards.  Chapter  III  will  provide  a  summary  of 
the  SEA'S  purpose  and  the  significance  of  its  resource 
contribution  for  small  business  assistance.  Several  key  loan 
and  lender  programs  will  be  outlined  with  specific  focus  on 
SBA  program  requirements  which  specifically  support  community 
development . 

Chapter  IV  will  present  the  results  of  several  major  bank 
needs  assessment  surveys  in  the  area  of  small  business  lending 
to  identify  where  7(a)  program  changes  for  resource 
distribution  may  be  warranted.  Chapter  V  will  provide  an  in- 
depth  analysis  of  SBA  lending  results  in  areas  identified  in 
the  needs  assessment  surveys.  Chapters  VI  and  VII  will 
document  various  SBA  lender  and  SBA  objeptives  which  are 
diverse  and  opposing  in  certain  instances.  Chapter  VII  will 
contrast  targeted  small  business  needs  and  actual  SBA  lending 
results  and  will  present  proposed  modifications  to  the  SBA 
7(a)  program. 
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In  general,  the  banking  community  views  the  SBA  as  a  useful 
and  profitable  resource  which  has  been  demonstrated  as  an 
ideal  program  to  assist  banks  in  meeting  CRA  requirements. 
This  paper  is  taking  a  more  focussed  approach  in  looking  at 
the  actual  bottom-line  results  of  lending  to  ensure  that  the 
SBA  resources  are  able  to  be  used  to  meet  all  identified 
targeted  communities  needs  for  creditworthy  applicants.  This 
specific  perspective  has  not  been  widely  addressed  in  articles 
or  publications. 

Information  to  support  the  analysis  and  opinions  presented  in 
this  paper  were  obtained  from  interviews  with  SBA  lenders  at 
several  institutions  as  well  as  a  reasonable  quantity  of  SBA 
lending  results  provided  by  the  SBA.  A  variety  of  government 
agency  guides  on  CRA,  SBA  standard  operating  procedures  and 
publications,  the  code  of  federal  regulations  and  articles 
were  used  as  a  basis  for  research. 

It  is  anticipated  that  this  paper  will  be  useful  to  bank  SBA 
lenders,  the  SBA,  and  CRA  regulators  as  a  creative  approach  to 
achieving  better  real  penetration  of  small  business  borrower 
needs  with  government  guaranteed  funds.  This  paper  is 
intended  to  serve  as  a  suggestive  medium,  rather  than 
providing  definitive  proposals  for  which  all  implications  of 
proposed  changes  have  been  thoroughly  evaluated. 
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CHAPTER  II 

COMMUNITY  REINVESTMENT  ACT 

History 

The  history  of  the  Community  Reinvestment  Act  began  long 
before  it  was  enacted  in  1977.  Traditionally,  financial 
institutions  in  the  United  States  have  had  an  obligation  to 
serve  the  public  because  of  the  privileges  they  receive  from 
the  government  -  which  other  businesses  do  not.  For  example, 
financial  institutions  have  charters  to  do  business,  obtain 
federal  deposit  insurance,  and  borrow  money  under  special 
arrangements  from  the  Federal  Reserve  discount  window.  These 
privileges  gave  rise  to  the  principle,  found  in  our  banking 
laws  as  far  back  as  the  1930s,  that  financial  institutions 
should  serve  the  "convenience  and  needs  of  their 
communities".^  It  is  therefore  essential  that  banks  be 
ethical  and  responsible.  For  purposes  of  reference  in  this 
paper,  "banks"  refers  to  State  or  National  banks  or  State  or 
Federal  savings  and  loan  associations. 

Prior  to  the  passage  of  the  CRA,  there  was  significant  concern 
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by  individuals  and  community  groups  that  banks  were  not 
ensuring  fair  access  to  credit,  especially  in  inner  cities. 
Community  groups  spoke  out  against  redlining  -  the  perceived 
practice  of  drawing  red  lines  around  designated  lower-income 
neighborhoods  where  individual  banks  would  not  lend  money, 
regardless  of  the  creditworthiness  of  individual  loan 
applicants.  Many  people  felt  that  the  obvious  economic 
decline  of  urban  areas  was  exacerbated  by  financial 
institutions  who  would  gladly  take  deposits  from  these  areas, 
but  would  not  reinvest  in  these  same  communities  via  loans. 
During  this  time,  Congress  was  focussing  on  the  problems  of 
revitalizing  neighborhoods  and  the  role  that  financial 
institutions  could  provide  to  support  this  project.-^ 

Bank  Compliance  Requirements 

In  1977,  Congress  passed  the  Community  Reinvestment  Act  (CRA) 
(Exhibit  A)  which  made  it  a  priority  for  all  federally  insured 
financial  institutions  -  commercial  banks  and  savings 
institutions,  as  well  as  their  holding  companies  and  mortgage 
banking  subsidiaries  to  achieve  the  goal  of  meeting  the  credit 
needs  of  the  entire  community,  including  low-  and  moderate- 
income  neighborhoods,  consistent  with  the  safe  and  sound 
operation  of  the  institution. 

The  CRA  also  mandated  that  the  financial  regulatory  agencies 
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including  the  Federal  Reserve  Board,  the  Office  of  Thrift 
Supervision,  the  Federal  Deposit  Insurance  Corporation,  and 
the  Office  of  the  Comptroller  of  the  Currency  take  an 
institution's  CRA  performance  into  account  in  considering  any 
application  to  establish  or  relocate  a  branch,  to  become  a 
bank  holding  company,  or  to  merge  with  or  acquire  (or  be 
acquired  by)  another  institution. 

Although  progress  had  been  made  by  financial  institutions. 
Congress  and  the  financial  regulatory  agencies  have  taken 
action  to  require  more  diligent  compliance  efforts  and 
attention  to  CRA  in  meeting  the  credit  needs  of  low-  and 
moderate-income  people. 

To  provide  guidance  and  increased  incentive  to  the  challenge 
of  meeting  stepped-up  goals,  the  financial  regulatory  agencies 
and  Congress  jointly  published  a  statement  on  April  5,  1989  in 
the  Federal  Register  (Exhibit  B)  .  This  statement  provided 
lenders  with  guidance  regarding  the  types  of  policies, 
procedures  and  documentation  they  should  have  in  place  in 
order  to  fulfill  their  responsibilities  under  the  CRA  on  an 
ongoing  basis.  This  joint  statement  also  specified  for  the 
first  time  the  procedures  regulatory  agencies  would  use  to 
review  an  institution's  CRA  compliance  and  performance. 

This   publication   includes   guidelines   for   developing   an 
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effective  CRA  process.  The  experience  of  the  Agencies 
indicates  that  an  effective  CRA  process  must  include 
techniques  to  determine  community  needs  on  an  ongoing  basis 
through  outreach  efforts  to  local  governments,  businesses  and 
community  members  and  organizations.  The  plan  should  also 
include  periodic  analysis  of  the  disposition  of  loan 
applications  to  ensure  that  potential  borrowers  are  treated  in 
a  fair  and  non-discriminatory  manner. 

Institutions  have  been  provided  significant  flexibility  in 
developing  specific  policies  and  programs  to  meet  their  CRA 
responsibilities.  Each  institution  must  look  to  its  size  and 
business  strategy  as  well  as  the  size,  nature  and  needs  of  the 
community (ies)  it  serves  when  determining  the  steps  it  will 
take  meet  CRA  requirements. 

In  August  1989,  Congress  and  the  President  signed  into  law  the 
Financial  Institutions  Reform,  Recovery  and  Enforcement  Act 
(FIRREA)  (Appendix  C) .  The  primary  impact  of  FIRREA  was  to 
revise  the  evaluation  procedures  for  CRA  compliance.  FIRREA 
amended  the  Community  Reinvestment  Act  in  three  key  ways. 
First,  it  requires  the  financial  regulatory  agencies  to  use  a 
four-tier  descriptive  rating  system  instead  of  the  five-tier 
numerical  rating  system  in  assessing  the  CRA  compliance  of 
financial  institutions.  Second,  it  requires  the  agencies  to 
provide  financial  institutions  with  a  written  evaluation  of 
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their  CRA  performance,  including  a  section  intended  for  public 
disclosure  that  explains  the  agency's  conclusions,  discusses 
the  supporting  facts,  and  contains  the  institution's  rating. 
Finally,  it  requires  that  financial  institutions  disclose 
their  CRA  rating  to  the  public  for  all  examinations  begun 
after  July  1,  1990,  by  placing  the  public  section  of  their  CRA 
performance  evaluation  in  the  institution's  public  comment 
file."* 

SBA/Nonbank  Lender  Compliance  Requirements 

The  SBA  is  required  to  comply  with  all  regulations  established 
by  the  Code  of  Federal  Regulations  and  does  attempt  to  respond 
to  current  economic  conditions  and  community  needs,  however 
they  are  not  required  to  meet  certain  percentages  of  activity 
by  type  of  borrower,  loan  purpose,  loan  size,  or  any  other 
criteria.  Internal  SBA  ratings  and  motivation  by  district  are 
primarily  focussed  on  number  of  loans  approved. 

Nonbank  lenders,  which  include  credit  unions.  Production 
Credit  Associations,  Edge  Corporations,  Federal  Land  Banks, 
and  other  lending  agencies  under  the  supervision  of  the  Farm 
Credit  Administration  are  also  not  subject  to  any  community 
reinvestment  compliance  requirements  as  a  condition  of 
operation.  Each  lender  may  independently  choose  to 
participate  in  community  support  efforts  to  promote  their 
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company's  goodwill,  generally  with  the  objective  being  a  good 
citizen  and  therefore  attracting  customers. 
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CHAPTER  III 

SMALL  BUSINESS  ADMINISTRATION 

Purpose  and  Costs 

The  SBA  programs  have  been  in  existence  since  1954,  long 

before   the   bank   CRA   guidelines   and   requirements   were 

formalized  by  the  government.  The  purpose  of  the  SBA  programs 

are  to  support  and  assist  small  businesses  through  a  variety 

of  services  and  lending  programs  designed  to  meet  the  specific 

informational,   managerial   and   financing  needs   of   small 

businesses.    The  SBA  was  established  through  the  Small 

Business  Act  of  1953  and  the  Act  itself  outlines  the  SBA's 

mission.   It  is  stated  as  follows: 

"It  is  the  declared  policy  of  the  Congress  that  the 
government  should  aid,  counsel,  assist  and  protect,  insofar 
as  is  possible,  the  interest  of  small  business  concerns  in 
order  to  preserve  free  competitive  enterprise  .  .  .  and 
maintain  and  strengthen  the  overall  economy  of  the  Nation." 

The  government  annually  provides  budget  for  each  individual 
SBA  loan  program.   For  fiscal  year  (FY)  1992,  almost 
$4  billion  of  guarantee  authority  was  allocated  for  the  SBA 
7(a)  program.   The  guarantee  authority  represents  the  SBA's 
guaranteed  portion  of  total  loans  extended  under  the  program, 
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which  translates  into  a  larger  total  amount  being  provided  to 
the  borrowers.  If  the  average  guarantee  percentage  is  80%, 
then  $4  billion/80%  or  $5,625  billion  may  be  loaned  to  small 
businesses.  A  cost  which  the  government  must  include  in  the 
budget  are  the  potential  net  loan  losses  ("subsidy")  on  their 
guaranteed  portion.  The  most  recent  subsidy  has  been 
approximately  4.9%  for  7(a)  loans.  The  subsidy  represents  the 
estimated  net  loss  to  the  SBA  which  is  comprised  of  a  15-20% 
borrower  default  rate,  less  amounts  recovered  from  liquidation 
of  collateral.  Based  upon  net  estimated  losses  of  4.9%,  and 
$4  billion  in  guarantee  authority  appropriations,  a  subsidy  of 
$196  million  would  be  provided  in  the  federal  budget.  This 
financial  contribution  is  sizeable  and  demonstrates  a  very 
beneficial  and  successful  commitment  by  the  United  States 
government. 


Guaranty  Loan  Programs 

The  SBA  currently  has  two  active  loan  programs  utilizing 
guaranty  authority.  The  SBA  7(a)  program  supports  small 
business  loans  for  a  variety  of  purposes,  and  the  503/504  loan 
program  for  economic  development  with  access  through  Community 
Development  Corporations  for  real  estate  loans  only. 

A  guaranteed  participation  (referred  to  as  a  guaranty  loan)  is 
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a  loan  made  by  a  private  lender  subject  to  the  guaranty  of 
SBA.  The  SBA's  share  of  a  loan  generally  may  not  exceed 
$750,000. 

7(a)  Guaranty  Loan  Progreun  -  This  program  supports  joint 
participation  loans  in  which  the  SBA  guarantees  the  repayment 
of  a  business  loan  to  a  private  lender  based  upon  a 
predetermined  guaranty  amount.  The  SBA  guarantees  up  to  90% 
of  the  bank's  outstanding  loan  balance  (generally  up  to  an  SBA 
maximum  exposure  of  $750,000)  based  upon  the  loan  amount  and 
use  of  loan  proceeds.^ 

Interest  rates  may  be  fixed  or  variable.  On  variable  rate 
loans  with  maturities  of  seven  years  or  less,  the  SBA  will 
allow  a  lender  to  charge  up  to  2.25%  above  the  lowest  prime 
rate  quoted  in  the  Wall  Street  Journal  (WSJ) .  On  loans  with 
maturities  in  excess  of  seven  years,  lenders  may  charge  up  to 
2.75%  above  the  lowest  prime  rate  quoted  in  the  Wall  Street 
Journal.  The  SBA  places  no  restriction  on  interest  rate 
minimums.  Maximum  loan  maturities  are  determined  by  the  use 
of  loan  proceeds  and  range  from  5-25  years.  Proceeds  may  be 
used  for  any  legitimate  business  purpose  with  the  exception  of 
payment  of  accrued  IRS  obligations.  Generally  the  loans  are 
used  for  real  estate,  expansion,  equipment  purchases,  working 
capital,  or  inventory. 
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To  be  eligible  for  an  SBA  7(a)  guaranteed  loan,  a  firm  must  be 
for-profit,  independently  owned  and  operated,  and  not  dominant 
in  its  field.  Firms  must  fall  within  certain  size  standards 
based  upon  their  industry.  Firms  must  also  prove  that  they 
are  unable  to  obtain  financing  on  reasonable  terms  unless  it 
carries  the  guarantee.  In  addition  to  meeting  these 
requirements,  the  borrower  must  show  the  SBA  that  he  or  she 
will  be  able  to  repay  the  loan.  This  includes  having  the 
ability  to  successfully  operate  a  business;  having  enough 
capital  so  that,  with  the  loan,  the  business  can  operate  on  a 
sound  financial  basis;  and  having  a  past  earnings  record  and 
future  prospects  that  indicate  the  firm  is  capable  of  repaying 
such  a  loan.^ 


SBA  503/504  Economic  Development  Loan  Program  -  This  program 
focuses  on  job  creation  and  the  development  of  targeted 
economic  areas.  These  economic  development  criteria  are 
presented  in  Exhibit  D  -  Projects  Financed  by  the  503  Program 
(an  excerpt  from  the  standard  operating  procedure  of  the  SBA 
503/504  loan  program) .  The  program's  primary  focus  is  to 
assist  small  business  concerns  in  the  acquisition  or  expansion 
of  facilities.  The  SBA  participates  with  a  local  lender  by 
dividing  a  project's  cost  into  three  parts.  In  a  typical 
arrangement  50%  of  the  costs  are  covered  by  a  loan  from  the 
participating  lender,  40%  of  the  costs  are  covered  by  a  loan 
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from  the  SBA  and  the  remaining  10%  is  paid  by  the  small 
business  borrower  as  a  down  payment.  The  participating  lender 
is  give  a  first  lien  position  on  the  pledged  property  with  SBA 
in  a  second  lien  position.' 

The  SBA  second  lien  position  cannot  exceed  $750,000  unless  the 
project  meets  specific  economic  development  criteria  defined 
as  Public  Policy  Goals  which  are  outlined  below.  In  those 
circumstances  the  total  SBA  loan  exposure  can  be  increased  to 
$1,000,000. 

There  are  no  rate  restrictions  on  the  first  mortgage/trust 
deed  loan.  The  second  mortgage/ trust  deed  loan  is  a  fixed 
rate  loan  usually  priced  at  150  basis  points  above  the  10-year 
treasury  yield.® 

Public  Policy  Goal  categories  applicable  for  503/504  loans 
were  established  by  the  SBA  in  1991.  Criteria  for  qualifying 
projects  under  these  categories  is  included  in  Exhibit  D. 
Following  are  the  categories: 

1.  Business  District  Revitalization 

2 .  Expansion  of  Exports 

3 .  Expansion  of  Minority  Business  Development 

4 .  Rural  Development 

5.  Enhanced  Economic  Competition 
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6.  Changes  Necessitated  by  Federal  Budget  Cutbacks 

7.  Business   Restructuring   Arising   from   Federally 
Mandated  Standards  or  Policies 

Loans  which  meet  any  one  of  these  goals  are  qualified  for  an 
increase  in  the  maximum  SBA  guarantee  from  $750,000  to 
$1,000,000. 

In  1991,  the  SBA  did  specifically  allow  category  1.  above, 
better  known  as  the  rehab  criteria  to  also  be  eligible 
criteria  for  7(a)  loans  up  to  $750,000  and  category  2., 
export,  to  be  eligible  for  7(a)  loans  of  any  amount  up  to  the 
increased  $1,000,000  SBA  guarantee  limit. 

This  paper  focusses  specifically  on  SBA  7(a)  loans  and  how  to 
best  target  the  7(a)  program  to  more  adequately  promote 
community  development.  The  SBA  503/504  loan  program  is 
discussed  to  demonstrate  SBA's  commitment  to  community 
development  and  as  a  reference  for  the  community  development 
focussed  structural  elements  in  the  503/504  program  for 
consideration  in  developing  the  7(a)  loan  program  proposals. 
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Lender  Programs 

The  SBA  is  actively  involved  in  the  processing  of  each 
participating  loan  to  varying  degrees.  The  SBA  has 
established  two  privileged  programs  for  guaranteed  reduced 
response/ approval  time  by  the  SBA  on  each  7(a)  loan  package 
presented. 

The  Certified  Lenders  Program  (CLP)  first  introduced  by  the 
SBA  in  1979  utilizes  the  credit  presentation  of  the  bank's 
loan  officers  to  shorten  the  SBA's  processing  time.  The  SBA 
pledges  a  three-working  day  service  in  arriving  at  a  credit 
decision  for  loans  submitted  under  this  program.^ 

The  Preferred  Lenders  Program  (PLP)  initiated  in  198  3  allows 
the  SBA  to  delegate  greater  authority  in  the  loan  approval 
decision  and  additional  servicing  and  liquidation 
responsibilities  to  qualified,  reliable  private-sector 
lenders.  The  SBA  relies  on  the  credit  analysis  ability  of 
these  lenders  in  almost  all  cases.  In  general,  PLP  loans 
should  be  the  stronger  credits  in  which  underwriting  issues 
are  clear  cut  and  not  ambiguous.  Although  a  large  percentage 
of  PLP  is  desirable,  PLP  lenders  should  always  use  CLP  or 
regular  processing  procedures  if  there  are  any  unusual  or 
questionable  circumstances.  Since  the  SBA  only  performs  an 
eligibility  review,  it  pledges  one-day  service. ^° 
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IV.    CRA:  NEEDS  ASSESSMENT  SURVEYS 

In  evaluating  the  CRA  activities  of  a  bank,  one  of  the  key 
areas  of  interest  to  regulatory  agencies  is  the  CRA  process 
utilized  by  the  bank.  They  believe  that  appropriate 
consideration  should  be  given  to  an  institution  that  makes 
ongoing  efforts  to  ascertain  the  needs  of  its  entire 
community,  develops  products  and  services  that  are  responsive 
to  those  needs,  and  markets  those  products  and  services 
throughout  the  community.  An  active  program  of  management 
involvement,  policy  oversight,  and  regular  review  is  most 
likely  to  assure  that  the  products  and  services  the 
institution  chooses  to  offer  will  meet  community  credit  needs, 
be  adjusted  when  those  needs  change,  and  be  available  to  all 
segments  of  the  community. 


BankAmerica  Corporation  Needs  Assessment  Survev  Results 

BankAmerica  Corporation  conducts  a  formal  survey  of  all 
affiliates  and  their  districts  annually.  The  survey  is 
entitled  "Community  Reinvestment  Act  (CRA)  1992  District 
Credit  Needs  Assessment  Questionnaire".   Responses  to  this 
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survey  were  reviewed  and  the  following  summarizes  a 
representative  sample  of  the  results  related  to  small  business 
credit  needs. 

The  specific  questions  in  the  survey  include: 

Identify  any  internal  impediments  to  meeting  the 
credit  needs  you  have  identified,  and 

-   Do  you  have  any  suggestions  for  the  improvement  of 
the  Bank's  CRA  Program? 


Replies: 


Start-up  companies: 

There  is  still  a  vast  market  for  small  business 
lending  which  involves  start-up  companies 

Bank's  reluctance  to  consider  small  business  credit 
for  start-up  businesses 

Loan  program  for  start-up  business 

Small  business  loans  for  start-up  medical  and 
dental  practices 

There  is  a  need  for  start-up  business  financing 
other  than  SBA  which  clients  perceive  to  be  too 
time-consuming  and  complicated. 


Minority  businesses: 

Need  business  credit  program  to  target  minority 
borrowers 

Need  a  process  to  review  minority  applications  for 
business  loans  for  other  possible  programs. 

Set  up  minority  small  business  loan  program 


SBA  Loans: 

Efficiently  and  expeditiously  process  SBA  loans 
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Local  city  will  no  longer  refer  SBA  applicants  to 
Bank  of  America  because  of  our  decline  rate  and 
inflexible  demands 


Other: 

Bed  and  breakfast  financing  needed 

Need  for  receivables  financing  for  small  businesses 

-   Credit  criteria   too  stringent   for  many  small 
businesses 

Federal  Reserve  Bank  of  San  Francisco  Needs  Assessment  Survey 
Results 

The  Federal  Reserve  Bank  provides  Community  Investment 
Opportunity  documents  for  individual  cities  in  their  serving 
area  for  the  purpose  of  providing  information  to  bankers  about 
programs  (opportunities)  in  which  they  can  become  involved  to 
help  meet  community  credit  needs.  Following  are  excerpts  from 
several  documents. 


Oakland/  CA  -  "Business  loans  in  the  form  of  working 
capital  lines  of  credit,  inventory  and  equipment 
financing  and  commercial  rehabilitation  or  facade 
improvement  are  sorely  needed  in  East  Oakland.  Very 
small  business  loans  (under  $50,000)  and  loans  for 
business  start-up  are  also  needed.  "^•'^ 


San  Jose,  CA  -  "Loans  to  encourage  small  business 
development  have  been  identified  by  many  business  owners 
and  city  officials  as  one  of  the  greatest  credit  needs 
in  downtown  San  Jose.  Local  residents  feel  that  while 
redevelopment  has  been  instrumental  in  attracting 
professional  and  large  commercial  operations  downtown, 
the  city  center  needs  more  run-of-the-mill,  ordinary 
services   traditionally   provided   by   local   small 
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businesses.  Such  small  business  development  will  help 
to  create  major  retail  focal  points  in  downtown  San 
Jose,  which  will  draw  shoppers  to  the  downtown 


Sacramento,  CA  -  "Several  small  business  owners  and 
local  government  officials  expressed  a  strong  need  for 
small  business  financing  in  the  form  of  working  capital, 
inventory  and  equipment  financing.  The  need  is 
particularly  acute  for  small  businesses  in  the  first 
years  of  operations.  For  many  businesses, 
undercapitalization  is  a  fundamental  obstacle  to 
obtaining  financing.  To  address  this  issues,  financial 
institutions  may  wish  to  explore  SBA  financing,  minority 
business  development  centers,  and  non-profit  business 
development  corporations."^^ 


A  spokesperson  for  Wells  Fargo  Bank's  Community  Development 
Department  echoed  these  types  of  findings  through  their  credit 
needs  assessment.  The  lack  of  both  equity  and  debt  financing 
for  start-up  and  young  businesses  is  one  of  the  most 
frequently  expressed  needs. 

In  summary,  the  most  recurring  needs  expressed  in  these 
assessment  survey  results  relate  to  resource  availability  for: 
1)  start-up  companies,  2)  minority  businesses,  3)  financing 
other  than  real  estate  and,  4)  small  loans  $50,000  or  less. 
This  information  has  been  used  to  identify  the  areas 
researched  in  this  paper  with  the  objective  of  proposing 
modifications  to  the  SBA  7(a)  loan  program. 
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V.     SBA:  LENDING  RESULTS 

The  SBA  evaluates  results  for  SBA  loans  based  upon  numerous 
criteria.  To  determine  what  changes,  if  any,  may  be  proposed 
for  7(a)  loan  program  resources,  it  is  very  important  to 
understand  how  those  resources  are  currently  being  utilized. 
This  chapter  will  review  a  SBA  lending  results  and  attempt  to 
establish  a  basis  to  support  proposals  for  new  or  modified 
formal  guidelines  for  SBA  7(a)  loan  program  resources. 

Certain  key  information  was  not  available  in  a  results  study, 
however  is  significant  and  merits  mention.  Per  informal 
discussion  with  the  SBA  and  SBA  lenders  from  several  major 
banks,  it  is  general  knowledge  that  55-60%  of  SBA  loans  are 
secured  by  real  estate  and  generally  for  the  purpose  of  real 
estate  purchase. 

These  loans  are  well  collateralized  which  reduces  risk, 
therefore  they  are  attractive  to  lenders  as  well  as  the  SBA. 
PLP  and  CLP  approved  lenders  tend  to  benefit  significantly 
from  these  loan  opportunities  due  to  the  quicker  approval 
turnaround  pledged  by  the  SBA.  Real  estate  loans  also  tend  to 
be  larger  on  average  than  loans  for  working  capital,  the 
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purchase  of  equipment  or  other  similar  business  operation 
purposes . 


Banks  Versus  Nonbanks  by  Lender  Status 

Information  was  obtained  for  FY  1992  lending  results  for  the 
San  Francisco  Region  Office  (Region  IX)  ,  which  covers  the 
following  districts:  Fresno,  Honolulu,  Las  Vegas,  Los 
Angeles,  Phoenix,  San  Diego,  San  Francisco,  Agana  (Guam) , 
Sacramento  and  Santa  Ana.  The  information  includes  the  top  78 
lenders  ranked  by  total  number  of  loans  approved  (Exhibit  E) . 
This  population  represents  79.30%  of  the  number  of  loans  made 
during  the  period,  82.39%  of  the  loan  amount,  and  81.85%  of 
the  SBA  share. 

The  information  provided  by  the  SBA  and  shown  in  Exhibit  E 
contains  lender's  name,  number  of  loans  originated,  total  loan 
amount,  and  SBA  guaranteed  share  of  loan.  The  average  loan 
amounts  were  calculated  for  the  purpose  of  analysis  in  this 
paper.  Community  Development  Corporation  (CDC)  activity, 
which  represents  exclusively  503/504  loans,  and  direct  SBA 
loans  are  included  in  the  population.  For  purposes  of 
detailed  analysis  in  this  paper  these  two  categories  of  loans 
are  excluded. 
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After  exclusion  of  the  direct  SBA  and  CDC  loans,  the  number  of 
loans  covered  is  73.66%,  loan  amount  is  76.73%  and  SBA  share 
is  74.93%.  This  population  of  approximately  75%  of  loan 
number  and  amount  may  include  some  CDC  503/504  loan  results 
(for  those  CDC's  with  number  of  approved  loans  of  15  or  less 
loans  made  in  FY  1992)  inflating  the  percentage  covered 
slightly.  Nonetheless,  the  analysis  should  provide  useful 
results  for  purposes  of  this  paper. 

Additional  information  is  included  on  the  analysis  which  was 
not  provided  by  SBA,  but  is  coded  utilizing  general  public 
knowledge  and  specific  lender  knowledge.  As  this  paper 
focusses  on  bank  versus  nonbank  usage  of  the  SBA  programs  and 
the  effect  of  enhanced  lender  status  (PLP  or  CLP)  versus 
lending  results  this  information  is  important  to  the  analysis. 
The  classification  of  lenders  as  banks  or  nonbanks  was 
completed  based  upon  the  lender  name.  If  it  included  "bank" 
it  was  classified  as  a  bank,  otherwise  as  a  nonbank.  As 
discussed  above,  the  direct  SBA  loans  and  CDC  loans  are 
excluded. 

The  information  regarding  lenders  who  have  PLP  or  CLP  status 
was  obtained  from  knowledge  of  active  lenders  in  the  field. 
This  information  is  generally  known  among  active  SBA  lenders 
in  the  industry.  To  determine  lender  status,  several  key 
employees  in  Bank  of  America  Community  Development  Bank, 
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including  the  president,  SBA  sales  manager,  and  SBA  sales 
officers  as  well  as  senior  management  from  other  banks  were 
queried  as  to  their  knowledge  of  PLP  and  CLP  lenders.  The 
final  results  were  validated  with  the  group  and  although  not 
able  to  be  factually  confirmed,  and  inevitably  containing 
errors,  should  be  reliable  for  purposes  of  this  study. 

The  following  table  outlines  the  relationship  between  numbers 
of  lenders  by  category  and  their  utilization  of  the  SBA  share 
of  the  loan  amounts  per  the  information  contained  in 
Exhibit  E. 

Table  1 

Summary  of  Number  of  Lenders  by  Type 
Versus  Percentage  of  SBA  Share  Loan  Amount 


(A) 

(B) 

#of 

%  Of  total 

Category  of  Lender 

lenders 

% 

SBA  share 

(B)/(A) 

Bank  Enhanced 

18 

26.1% 

39.5% 

1.5 

Bank  Regular 

47 

68.1% 

37.7% 

0.6 

Nonbank  Enhanced 

3 

4.3% 

21.7% 

5.0 

Nonbank  Regular 

1 

1.4% 

1.1% 

0.8 

69      100.0%      100.0% 


As  shown  in  the  Table  1,  the  utilization  of  the  total  SBA 
guaranty  share  of  loans  per  lender  category  varies  widely. 
This  table  shows  the  number  of  lenders  by  category  as  a 
percentage  of  the  69  lenders  analyzed  in  Exhibit  E.   This 
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result  is  then  compared  with  the  percentage  of  the  total  SBA 
share  of  approved  loans  by  the  same  lender  categories. 

The  nonbank  enhanced  lenders  have  utilized  5.0  times  the 
percentage  of  the  total  SBA  share  of  loan  amount  than  the 
percentage  of  the  number  of  lenders  in  this  category.  The 
next  highest  category,  bank  enhanced  lenders,  has  utilized 
only  1 . 5  times  the  SBA  share  of  loan  amount  and  regular 
lenders  in  both  categories  have  a  significantly  smaller 
proportional  usage. 

A  conclusion  which  may  be  drawn  from  this  analysis  is  that  the 
enhanced  nonbank  lenders  are  receiving  a  disproportionately 
large  share  of  SBA  allocations.  The  implications  of  this 
conclusion  are  important  when  taken  in  conjunction  with  other 
discussions  in  this  paper.  Is  it  appropriate  for  the  largest 
users  of  the  SBA  guarantee  for  the  7(a)  program  on  a 
proportional  basis  to  be  nonbanks  whose  motives  are  profit- 
making  as  opposed  to  conscientious  community  development? 
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The  following  tables  reflect  summarized  data  from  Exhibit  E 
which  is  utilized  in  the  analysis  discussed  in  the  following 
sections: 

Table  2 

Attributes  of  Lending  Results 
for  Enhanced  Status  Lenders 


PLP/CLP  Status  Lenders 
(Enhanced  Status) 

Banks 

Nonbanks 

#  of  PLP/CLP  lenders 

18 

3 

Total  #  of  loans 

1,353 

617 

Avg.  total  loan  size 

$336,025 

$399,139 

Avg.  size  SBA  share 

$265,105 

$319,498 

Avg.  SBA  share/ total 
loan  size 

78.9% 

80.0% 

Smallest  avg.  loan 
amount  per  individual 
lender 

$159,480 

$372,073 

Largest  avg.  loan 
amount  per  individual 
lender 

$575,159 

$418,236 

27 


297 


Table  3 

Attributes  of  Lending  Results 
for  Regular  Status  Lenders 


Regular  Status  Lenders 

Banks 

1 1 

Nonbanks 

#  of  regular  lenders 

47 

1 

Total  #  of  loans 

1,223 

48 

Avg.  total  loan  size 

$345,708 

$254,313 

Avg.  size  SBA  share 

$279,665 

$200,547 

Avg.  SBA  share/total 
loan  size 

80.9% 

78.9% 

Smallest  avg.  loan 
amount  per  individual 
lender 

$102,467 

$254,313 

Largest  avg.  loan 
amount  per  individual 
lender 

$547,167 

$254,313 

Small  Versus  Large  Loans 

Per  a  review  of  the  information  summarized  in  Tables  2  and  3, 
the  average  total  loan  size  and  SBA  share  for  nonbank  lenders 
with  enhanced  status  is  $63,114  and  $54,393  higher  than  the 
comparable  bank  average  loan  sizes.  The  largest  and  smallest 
average  loans  per  bank  and  nonbank  lender  with  enhanced  status 
are  quite  different.  The  high  and  low  for  bank  lenders  is 
$575,159  and  $159,480.  For  nonbank  lenders  the  range  is 
narrower  at  $418,236  and  $372,073. 


Further  analysis  discloses  that  there  are  only  4  out  of  18 
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bank  lenders  with  enhanced  lender  status  with  higher  averages 
than  the  smallest  average  loan  amount  for  nonbank  lenders  with 
enhanced  lender  status.  Additionally,  there  is  only  one 
enhanced  lender  bank  with  a  higher  largest  average  than  the 
enhanced  nonbank  lenders. 

Per  review  of  similar  data  for  regular  status  lenders  there 
are  48  bank  lenders  versus  one  nonbank  lender,  therefore 
comparative  results  may  not  be  particularly  useful.  However 
for  regular  status  bank  lenders,  the  average  total  loan  size 
is  $9,683  or  2.9%  higher  than  the  average  total  loan  size  for 
enhanced  status  bank  lenders.  This  unexpected  result  is 
mitigated  by  the  comparative  smallest  and  largest  average  loan 
balances  for  regular  lenders  compared  to  enhanced  status  bank 
lenders.  Regular  status  bank  lenders  have  lower  average 
balances  for  both  the  smallest  and  largest  average  loan  size 
than  enhanced  status  bank  lenders  by  $57,013,  and  $27,992, 
respectively . 

The  SBA  has  recently  established  a  program  to  stimulate 
lenders  to  make  loans  $50,000  or  less  (termed  "small  loans" 
for  purposes  of  this  paper) .  The  incentives  from  the  SBA  are 
in  the  form  of  retention  of  half  of  the  two  percent  guarantee 
fee  payable  to  SBA  (a  savings  which  the  lender  can  pass  along 
to  the  borrower,  if  desired) ,  the  ability  to  charge  higher 
interest  rates  than  normally  permitted.    While  some  SBA 
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lenders  believe  that  the  financial  incentives  are 
insufficiently  generous  to  make  a  difference,  others  find  them 
a  lure  to  grant  smaller  loans  to  entrepreneurs  than  they  would 
otherwise  like  to  make.^* 

Comprehensive  information  on  small  loan  results  was  not  able 
to  be  obtained  from  the  SBA,  however  limited  information  was 
found  in  several  sources  and  provides  a  general  idea  of  the 
volume  of  small  loans  originations. 

In  1991,  loans  for  $50,000  or  less  comprised  16  percent  of  the 
national  SBA  total  number  of  loans.  The  number  of  SBA  loans 
for  $50,000  or  less  made  in  FY  1991  in  the  35-county  San 
Francisco  District,  which  led  all  Region  IX  (San  Francisco 
Region)  districts  in  lending,  increased  56%  over  1990.^^ 

The  SBA  Letter  for  Lenders  (San  Francisco  District)  published 
in  December  1992  indicated  that  87  loans  were  made  for  $50,000 
or  less,  only  seven  more  than  the  last  fiscal  year  and  over 
half  of  those  loans  were  at  the  $50,000  level.  Based  upon 
1,385  total  loans  made  in  the  district,  per  the  same 
newsletter,  small  loans  represent  6.3%  of  the  number  of  loans. 
This  percentage  is  significantly  lower  than  the  16%  national 
average  noted  above. 

By  observation  of  SBA  lending  results  and  activity  in  the 
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market,  enhanced  lenders,  especially  nonbanks,  appear  to  be 
creaming  the  top  of  the  borrower  market  and  don't  view  the 
lower  tier  of  borrowers  as  their  customers.  Banks,  on  the 
other  hand,  tend  to  view  a  much  broader  scope  of  customers  as 
potential  borrowers  in  part  due  to  CRA  requirements  and  their 
obligation  to  the  community. 

A  reasonable  conclusion  from  this  information  is  that  banks 
are  doing  a  better  job  than  nonbank  lenders  of  making  a  higher 
number  of  smaller  loans  to  benefit  the  small  business 
community.  An  objective  of  this  paper  is  to  discuss  the 
lender  and  SBA  results  in  meeting  the  needs  of  the  community, 
therefore  specifically  reaching  the  small  size  loan  borrowers 
sufficiently  is  important. 
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Minority-  and  Women-Owned  Business  Results 

Detailed  loan  origination  information  for  these  categories  was 
not  able  to  be  obtained  for  recent  years. 

For  the  fiscal  year  ended  1990,  the  demographic 
characteristics  of  the  outstanding  SBA  7(a)  portfolio  are 
generally  similar  to  the  demographic  characteristics  of  small 
business  owners  nationwide.  White  borrowers  hold  about  85 
percent  of  the  total  7(a)  outstanding  principal,  while, 
according  to  the  Bureau  of  Census,  white  business  owners 
generate  about  96  percent  of  small  business  sales  and 
receipts.  Minority  borrowers  hold  about  13  percent  of 
outstanding  7(a)  principal,  which  compares  favorably  with  the 
proportion  (about  4  percent)  of  small  business  sales  and 
receipts  that  minorities  generate.  Women,  however  have  a 
smaller  representation  in  the  portfolio  than  they  do  in 
national  small  business  statistics,  accounting  for  about  10 
percent  of  outstanding  7(a)  principal  while  generating  about 
14  percent  of  small  business  sales  and  receipts. ^^ 
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VI.    LENDER  OBJECTIVES 

Lenders  have  several  key  objectives  in  utilizing  the  SBA  loan 
programs  with  profitability  and  loss  limitations  (via  the 
government  assistance  in  the  form  of  the  guaranty)  being  an 
obvious  and  primary  goal,  as  well  as  banks'  desires  to 
facilitate  lending  to  certain  borrowers  who  may  not  qualify 
under  traditional  bank  criteria. 

In  the  "Statement  of  the  federal  financial  supervisory 
agencies  regarding  the  Community  Reinvestment  Act"  (Exhibit  B) 
there  is  specific  mention  of  SBA  loans  as  an  example  of  a 
specific  element  of  an  effective  CRA  program. 

Also,  banks  may  consider  purchasing  or  participating  in  CRA 
type  loans  (including  SBA  loans)  originated  by  other  banks  to 
help  support  their  CRA  efforts. 


Profits 

SBA  loans  offer  profitability  in  several  ways.   For  7(a) 
loans,  the  rate  on  variable  rate  loans  may  be  set  at  up  to 
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2.25%  or  2.75%  above  lowest  WSJ  prime,  depending  upon  the 
maturity.  Additionally,  a  key  profitability  option  is 
supported  by  the  strong  secondary  market  for  SBA  loans  sales. 
The  guaranteed  portion  of  SBA  loans  can  be  pooled  and  sold  on 
the  secondary  market  for  a  premium.  These  premiums  fluctuate 
with  the  market  and  have  been  as  high  as  17%.  Because  the 
bank  receives  this  premium  immediately  when  the  guaranteed 
portion  of  the  loan  is  sold,  along  with  the  payment  of  the 
guaranteed  amount  (which  can  in  turn  be  re-lent  and  leveraged 
many  times) ,  the  profitability  of  SBA  lending  is  greatly 
enhanced.  In  short,  the  gross  yields  on  SBA  loans  would 
probably  rival  any  investment  the  bank  might  have.^' 

On  small  loans  (up  to  $50,000)  or  loans  in  rural  areas  (up  to 
$75,000),  the  lender  earns  one-half  of  the  2%  guarantee  fee 
charged  on  all  SBA  loans  with  maturities  over  one  year. 
According  to  the  SBA,  this  added  incentive  helps  overcome  the 
argument  that  lenders  cannot  make  small  loans  or  rural  loans 
profitably. 

As  noted  in  the  lending  results  of  the  SBA  on  the  7(a)  loan 
guaranty  program,  a  significant  portion,  21.7%,  of  the  SBA 
dollars  (Refer  to  Table  1)  are  utilized  by  nonbanks  with 
enhanced  lending  status,  who  are  not  subject  to  CRA 
rec[uirements  and  who  originate  large  dollar  size  loans.  These 
elements  contribute  in  a  major  way  to  these  lenders  successful 
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profitability  in  utilizing  the  SBA  programs.  To  the  extent 
that  these  lenders  experience  a  lower  loss  percentage  due  to 
the  high  quality  borrower,  their  continued  assurance  of 
retaining  their  enhanced  lending  status  is  strengthened. 
Additionally,  because  their  average  loan  size  is  quite  large, 
pools  of  salable  loans  can  be  put  together  relatively  quickly, 
perpetuating  the  gains/premiums  received  on  loan  sales  and 
strengthening  the  secondary  market. 

It  is  important  to  note  that  these  are  beneficial  activities 
to  all  involved  and  serve  a  very  important  purpose  in  our 
communities  and  among  commercial  lenders.  The  next  section 
addresses  other  objectives  of  some  lenders  which,  to  be 
achieved,  require  some  degree  of  trade-off  of  profitability  as 
the  only  lender  goal  of  SBA  loan  programs. 


"Targeted"  Community  Development 

Some  lenders  utilizing  the  SBA  7(a)  loan  program  choose  to  use 
the  program  to  help  meet  focussed  CRA  objectives  and  are 
willing  to  make  a  trade-off  between  high  profitability  and 
community  development,  while  still  making  safe  and  sound  loans 
under  the  program. 

BankAmerica  Corporation  (BAC)  has  been  a  prominent  player  in 
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taking  new  and  creative  approaches  for  meeting  community  needs 
under  CRA.  Under  its  guidance,  BAG  affiliates  have  made  many 
investments  in  community  development  projects,  as  well  as 
having  designed  loan  programs  to  meet  numerous  special  needs 
borrowers.  This  often  entails  adjusting  underwriting 
guidelines,  without  compromising  loan  guality  and  ultimate 
paydown  by  borrower.  Because  of  BAC's  visibility  in  the 
financial  institution  arena,  especially  in  light  of  many 
recent  acquisitions  and  mergers,  the  corporation  wishes  to 
work  with  community  groups,  and  regulatory  and  government 
agencies  to  make  inroads  in  new  guidelines  and  tools  that  will 
help  improve  development  in  the  communities  it  serves.  BAG 
also  provides  lobbying  efforts  on  behalf  of  all  financial 
institutions  subject  to  GRA  requirements  to  help  expand 
options  to  provide  real  benefits  in  communities  where  needs 
are  not  being  met. 

In  1990  BAG  formed  a  Galifornia  state  chartered  bank  now 
called  Bank  of  America  Gommunity  Development  Bank  (BAGDB)  as 
a  specialized  commercial  community  development  lender.  Two  of 
the  key  programs  offered  by  BAGDB  are  the  SBA  7(a)  and  503/504 
loan  programs . 

The  503/504  program  is  already  very  targeted  to  economic 
development.  The  program  focuses  on  job  creation  and  the 
development  of  economically  disadvantaged  areas.  This  program 
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is  evidence  that  the  SBA  recognizes  the  ultimate  needs  of 
communities  and  is  encouraging  financial  institutions  to  help 
improve  the  quality  of  our  country  by  allowing  financial 
institutions  and  other  lenders  the  option  of  participating  in 
this  loan  program.  The  program  is  almost  exclusively  utilized 
for  real  estate  purchase,  renovation  or  development. 

BACDB  is  using  the  SBA  7(a)  loan  program  in  a  very  ambitious 
way  to  meet  needs  clearly  not  being  met  in  the  industry  and 
has  identified  some  difficulties  in  applying  the  program 
effectively. 

BACDB  has  provided  specific  goals  and  incentives  to  each  sales 
officer  which  include:  loans  under  $100,000,  loans  to 
minority-owned  businesses,  loans  to  women-owned  businesses  and 
equipment  and  working  capital  loans,  in  addition  to  real- 
estate  loans. 

There  is  a  high  demand  for  these  loans  and  they  are  labor 
intensive  due  to  the  normal  SBA  documentation  requirements  as 
well  as  the  credit  analysis  which  is  performed  for  all  loans 
which  appear  to  have  a  possibility  of  qualifying.  The  number 
of  loans  which  must  be  analyzed  to  achieve  one  approved  loan 
is  approximately  2.5  to  1.  ^^ 

The  cost  of  labor,  especially  for  the  smaller  loans,  seriously 
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compromises  ultimate  profitability  on  each  individual  booked 
loan.  Although  the  SBA  reduces  the  guarantee  fee  by  50%  (or 
generally  1%)  for  certain  smaller  loans,  BACDB  does  not  feel 
that  this  amount  contributes  materially  to  offsetting  the 
excess  costs  in  originating  these  smaller  loans. ^' 

BACDB  is  currently  in  the  process  of  increasing  loan 
origination  volumes  and  soliciting  from  the  SBA  expanded  use 
of  PLP  status  in  various  SBA  districts,  which  would  enhance 
loan  turnaround  time,  reduce  expenses,  increase  customer 
satisfaction,  and  demonstrate  strong  commitment  to  small 
business  owners,  as  well  as  enhance  the  image  of  the  SBA  to 
the  community.  To  date  they  have  yet  been  unable  to  achieve 
that  status,  primarily  due  to  a  perceived  SBA  preference  for 
doing  volume  business  with  lenders  originating  commercial  real 
estate  loans. 

Evidence  shows  that  lenders  with  enhanced  status  are  basically 
rewarded  by  the  SBA  in  a  such  a  way  as  to  curtail  their 
contribution  to  improving  the  communities  by  lending  to  the 
less  obviously  strong  borrowers,  regardless  of  whether  such 
borrowers  would  qualify  for  a  loan.  The  enhanced  status, 
which  generally  offers  very  quick  SBA  approval  turnaround, 
allows  these  lenders  to  attract  the  healthiest  borrowers  with 
strong  collateral,  namely  real  estate,  to  the  exclusion  of 
other  categories  of  small  business  borrowers  whose  needs  are 
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not  able  to  be  met  by  standard  unguaranteed  bank  loans. 

Due  to  the  high  per  loan  costs  of  originating  small  loans,  as 
well  as  the  various  motivations  for  enhanced  status  lenders  to 
pursue  the  top  tier  of  healthy  borrowers,  a  significant  amount 
of  available  SBA  7(a)  funds  each  year  do  not  adequately  reach 
the  whole  qualifying  small  business  population. 
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VII.   SBA  OBJECTIVES 

Current  Objectives 

As  stated  earlier  in  the  paper,  the  primary  purpose  of  the  SBA 
is  to  aid,  counsel,  assist,  and  protect  the  interests  of  small 
business  concerns.  The  SBA  has  made  attempts  to  respond  to 
needs  of  small  business  borrowers  in  accordance  with  the 
guidelines  set  forth  in  the  Code  of  Federal  Regulations  - 
Business  Credit  and  Assistance,  Title  13. 

There  have  been  several  recent  contributions  by  the  SBA  in 
program  modifications  to  recognize  demands  by  lenders  and 
small  business  borrowers.  One  is  the  smaller  lending  program 
outlined  in  the  SBA  lending  results  section  of  this  paper 
which  the  SBA  has  promoted  by  allowing  banks  to  retain  50%  of 
the  2%  fee  collectible  from  the  customer.  Another  is  the 
opportunity  provided  by  the  SBA  for  loans  which  meet  the  1991 
defined  Public  Policy  Goals  as  qualifying  for  the  503/504 
program  and  an  increased  guaranty  limit  to  $1,000,000,  with  a 
subset  of  these  changes  also  applicable  to  the  SBA  7(a)  loan 
program. 
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In  addition,  the  SBA  has  recently  established  pilot  lending 
programs  for  revolving  lines  of  credit  and  seasonal  borrowing 
needs . 


Proposed  Guidelines  to  Support  Specific  Comroitment  to  Targeted 
Categories  of  Small  Business  Borrowers 

We  have  established  that  the  SBA  guaranty  programs  provide  the 
major  source  of  government  support  for  small  business 
development  in  the  United  States.  The  program  allows  for  many 
businesses  that  would  otherwise  not  be  able  to  obtain 
financing  on  reasonable  terms  with  a  traditional  bank  loan  to 
obtain  resources  to  start-up  or  expand  their  business. 

This  section  of  the  paper  will  combine  information  previously 
addressed  with  some  new  material  and  develop  a  set  of 
suggested  new  guidelines  for  the  7(a)  program  which  would 
focus  and  direct  the  SBA  and  SBA  lenders  to  more  effectively 
utilize  government  SBA  guarantee  authority.  The  objective  is 
to  ensure  that  small  business  financial  resources  are 
allocated  where  needs  are  not  adequately  being  met  today  for 
qualified  small  business  borrowers. 

For  purposes  of  this  proposal,  the  writer  is  assuming  that  it 
is  reasonable  and  desirous  for  the  goals  of  the  SBA  and  CRA  to 
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work  in  concert  to  create  wealth  in  the  economy  and  that  small 
businesses  are  a  very  significant  component  of  the  economic 
structure  in  this  country. 

The  bank  needs  assessment  survey  results  which  were  presented 
earlier  in  this  paper  will  be  used  to  determine  which  areas 
currently  evidence  an  "apparent"  lack  of  sufficient  small 
business  financing,  "Apparent"  is  significant  for  purposes  of 
this  evaluation  because  there  may  be  cases  where  some 
borrowers  and/or  lenders  feel  that  certain  small  business 
needs  are  not  being  provided  for,  however  a  key  requirement/ 
goal  of  CRA,  SBA  and  all  lenders  are  for  credits  to  meet 
certain  creditworthiness  standards.  The  ability  to  repay  a 
loan  from  the  cash  flow  of  the  business  is  the  most  important 
consideration  in  the  loan  making  process. ^°  SBA  loans  are  not 
intended  to  supplement  lack  of  capital  in  a  business.  Some 
types  of  business  needs  may  inherently  be  more  risky  than 
others  and  a  prudent  lender  or  regulator  would  not  look 
favorably  upon  loan  funds  or  guarantees  appropriated  for 
unreasonably  risky  purposes. 

A  number  of  major  topics  will  be  discussed,  a  judgement  made 
as  to  whether  program  modifications  will  be  proposed  for  the 
particular  issue,  and  a  suggested  program  requirement  will  be 
drafted,  if  determined  beneficial. 
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The  proposals  presented  are  intended  as  suggestions  with 
reasonable  basis  and  should  demonstrate  that  there  are 
unlimited  creative  opportunities  to  improve  and  enhance  good 
basic  programs,  in  this  case  the  governments'  SBA  program. 
There  has  been  definite  response  from  the  SBA  in  recognizing 
the  changing  needs  of  the  small  business  community.  For  any 
of  these  or  other  ideas  to  be  pursued  formally  through  the 
proper  channels,  there  are  many  implications  which  would 
require  thorough  evaluation  that  have  not  been  touched  upon  in 
this  paper.  In  some  cases  presented,  even  if  pursued,  there 
may  not  be  ways  to  arrive  at  reasonable  requirements 
considering  all  implications  and  the  increased  monitoring 
requirements.  The  purpose  of  these  elementary  proposals  are 
to  allow  lenders,  the  CRA  and  other  regulators,  and  the  SBA  to 
continue  to  be  willing  to  pursue  improvements  and  changes  that 
result  in  economic  betterment.  An  approach  taken  for  many  of 
the  proposals  is  to  establish  formal  percentage  relationship 
between  trade-off  options  ensuring  that  for  very  profitable 
activities,  some  trade-offs  should  be  required  for  community 
commitment. 

Following  are  the  major  topics  for  which  possible  proposals 
will  be  considered: 


Real  estate  loans 

503/504  versus  7(a) 

Bank  versus  nonbank  appraisal  requirements 

Concentration 
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Gain  on  loan  sales 

Minority-  and  women-owned  businesses 

Start-up  business  loans 

Small  loans  ($50,000  or  less) 

In  addition,  some  general  proposals  will  be  presented. 


REAL  ESTATE  LOAMS 

Real  estate:  503/504  vs.  7 (a) loan  -  Real  estate  loans  can  be 
made  under  both  SBA  programs,  however  the  503/504  program 
contains  certain  community  development  criteria  including  the 
creation  and  retention  of  jobs  and  the  development  of  targeted 
economically  disadvantaged  areas,  which  must  be  met  for  a  loan 
to  qualify.  The  503/504  program  also  provides  for  a  much 
greater  leverage  (often  greater  than  1:1)  of  the  SBA 
appropriations  because  the  maximum  SBA  loan  may  be  provided 
for  up  to  40%  of  the  needed  funds  up  to  $750,000  or 
$1,000,000,  in  certain  cases,  and  the  remainder  are  lender 
funds.  7(a)  program  loans  generally  have  an  80%  guarantee  up 
to  $750,000.  The  interest  rate  on  a  7(a)  loan  is  floating, 
whereas  the  SBA  portion  of  the  503/504  loan  is  fixed  rate  for 
20  years  and  the  terms  of  the  1st  mortgage  with  the  lender  are 
fixed  or  floating.  This  information  then  suggests  that  any 
real  estate  loan  that  could  possibly  qualify  for  the  503/504 
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program  should  be  granted  under  that  program.  Also,  such  a 
loan  is  clearly  offering  a  benefit  for  both  the  community  and 
the  borrower  from  an  interest  rate/cost  perspective. 

Real  estate:  Bank  versus  nonbank  appraisal  requirements  - 
Banks  are  subject  to  specific  appraisal  requirements  dictated 
by  their  primary  federal  regulator  (OCC,  FDIC)  whereas  nonbank 
lenders  are  not  held  to  such  comprehensive  requirements.  This 
allows  nonbanks  to  complete  appraisals  much  more  quickly  and 
at  a  lower  cost,  which  puts  banks  at  a  disadvantage  in 
competing  for  these  loans. ^^  This  is  especially  significant 
if  the  bank  would  qualify  for  the  loan  under  the  503/504 
program  and  the  nonbank  lender  utilizes  7(a)  funds  for  the 
loan. 

Additionally,  this  places  the  SBA  in  a  position  of  accepting 
the  risks  of  unregulated  appraisals,  which  many  believe  to  be 
a  key  contributor  to  the  bailout  costs  incurred  by  the  federal 
government  in  the  recent  savings  and  loan  scandals. 

Real  Estate:  Concentration  -  An  estimated  55-60%  of  7(a) 
loans  are  real  estate  secured.  Providing  real  estate  loans 
for  small  business  owners  to  purchase  a  building  in  which  to 
run  their  concern  is  a  beneficial  investment  in  the  community. 
If  they  purchase  the  building  that  they  occupy  (and  are 
currently  renting)  and  will  not  create  new  jobs,  the  loan 
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would  not  qualify  under  the  503/504  program,  and  therefore  can 
only  be  handled  under  the  7(a)  program. 

The  last  consideration  is  that  SBA  loans  are  available  to 
eligible  small  businesses  that  could  not  otherwise  borrow  at 
reasonable  terms  from  conventional  lenders.  Clearly  some,  if 
not  many,  of  these  borrowers  would  qualify  and  could  afford  a 
real  estate  loan  from  a  conventional  lender.  Is  the  borrower 
benefit  of  a  lower  payment  due  to  the  longer  term  and  a  lower 
down-payment  really  the  roost  prudent  use  of  7(a)  loan  program 
resources? 

Proposal:  All  real  estate  loan  applications  must  be  completed 
to  determine  if  the  loan  qualifies  for  the  503/504  program. 
If  it  does  qualify,  it  will  not  be  eligible  under  the  7(a) 
loan  program.  Each  SBA  lender  will  be  restricted  from  having 
more  than  50%  of  real  estate  secured  loans  versus  total 
approved  7(a)  loan  originations  in  any  SBA  FY  to  remain  an  SBA 
participant.  The  demands  placed  on  enhanced  lenders,  should 
be  even  tighter;  real  estate  secured  loans  shall  not  exceed 
45%  of  total  7(a)  loan  originations  to  retain  enhanced  lender 
status. 

Commentary:  Lenders  who  participate  in  the  7(a)  and  not  the 
503/504  loan  program  are  at  a  distinct  disadvantage  under  this 
proposal.    This  is  an  encouragement  for  more  lenders  to 
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participate  in  both  programs  to  best  use  borrower  and 
government  resources.  This  reduction  of  real  estate  secured 
loans  will  increase  capacity  for  other  loans  such  as  working 
capital  and  the  purchase  of  equipment  or  inventory.  The 
differentiated  guideline  for  enhanced  versus  regular  lenders 
should  also  help  reduce  imbalances  in  loan  originations  by 
purpose  (real-estate  versus  other) . 

From  a  motivation  standpoint,  there  is  not  a  secondary  market 
for  503/504  loans,  therefore  lenders  may  be  more  motivated  to 
utilize  the  7(a)  program  for  qualifying  loans  to  increase  the 
opportunity  for  gain  on  sale  of  loans.  The  above  proposal 
would  help  moderate  this  incentive. 
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GAIN  ON  LOAN  SALES 

The  significant  profit  opportunities  associated  with  the  gain 
on  the  sale  of  SBA  loans  has  been  mentioned  previously  in  the 
paper.  Although  profits  are  a  major  benefit  of  this  activity 
in  addition  to  the  minimal  lender  losses  on  SBA  loans,  there 
are  arguments  that  SBA  resources  are  not  being  used  in  ways 
that  most  effectively  provide  the  best  value  to  the  small 
business  population. 

Additionally,  it  seems  controversial  that  SBA  dominates 
economic  development  programs  in  the  country,  and  yet  does  not 
have  criteria  which  it  has  established  and  must  formally  meet 
in  a  fashion  similar  to  bank  compliance  requirements  for  CRA. 
In  fact,  a  major  portion  of  the  available  funding  provided  by 
the  government  for  small  business  development  is  being  used  to 
achieve  higher  than  average  profits  for  many  lenders, 
primarily  those  selling  loans  in  the  active  and  efficient 
secondary  market. 

Proposal:  In  a  letter  to  Congressman  Kennedy  dated  February 
3,  1993  (Exhibit  F) ,  Bank  of  America  made  several  suggestions 
as  to  how  the  federal  government  can  provide  new  incentives  to 
expand  the  market  for  community  development  capital.  Bank  of 
America  believes  that  the  thrust  of  Congress  should  include 
leverage  of  existing  sources  of  capital  to  provide  new  equity 
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for  economic  development. 

Following  is  a  specific  excerpt  from  the  letter  which  will  be 
used  as  as  the  proposal  for  this  paper: 

"Capture  part  of  the  gain  accrued  by  SBA  lenders  who 
sell  their  loans  in  the  secondary  market  to  create  a  new 
equity  fund  for  small  businesses.  Today,  some  SBA 
lenders  are  earning  returns  far  in  excess  of  the  risk 
they  incur  because  the  federal  government  is  not 
receiving  compensation  for  the  guarantee  it  is 
providing.  The  government  could  obtain  a  share  of  that 
value  by  garnering  a  specified  percentage  of  the  gain  on 
sale,  which  currently  runs  in  the  range  of  15  percent  to 
20  percent.  If  SBA  lenders  were  required  to  pay  half  of 
their  gain  on  sale  into  an  equity  fund  for  small 
business,  a  large  pool  of  capital  would  be  available  to 
invest  directly  in  nonprofit  economic  development 
corporations  or  to  fund  tax  credits  for  small  business 
loans  in  targeted  areas." 


MINORITY-  AND  WOMEN-OWNED  BUSINESS  LOANS 

The  analysis  provided  in  the  SBA  lending  results  section  of 
this  paper  indicates  that  women-owned  businesses  are  not 
receiving  SBA  7(a)  loans  in  proportion  to  their  sales  and 
receipts,  however  outstanding  minority-owned  business  loans 
compare  very  favorably  to  their  sales  and  receipts.  Not  much 
current  information  to  which  notable  results  can  be  drawn  on 
newer  originations  in  these  categories  was  available.  The 
Bank  of  America  needs  assessment  survey  evidences  that  there 
are  unmet  loans  demands  in  this  category  even  though  39%  of 
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government  guaranteed  loan  originations  in  1992  by  Bank  of 
America  Community  Development  Bank  (who  provides  all  SBA  loan 
originations  for  Bank  of  America  in  California)  were  to 
minority-  or  women-owned  businesses. ^^ 

One  of  the  SBA's  roles  is  to  encourage  small  business  loans  to 
minority-  and  women-owned  businesses.  The  historical 
perspective  of  guaranty  loans  presented  relative  to  the 
outstanding  portfolio  does  not  provide  information  on  recent 
originations  for  this  targeted  category.  The  results  data 
included  in  this  paper  for  minority-  and  women-owned 
businesses  only  addresses  the  ratio  of  SBA  7(a)  borrowers  to 
total  small  business  owners  nationwide.  It  does  not  take  into 
consideration  the  actual  targeted  and  creditworthy  population 
desirous  of  obtaining  funding;  therefore  the  proposal  below. 

The  real  goal  is  for  lenders  to  adequately  reach  the  needs  of 
minority-  and  women-owned  businesses  in  each  community  with 
the  assistance  of  the  government  guaranty. 

Proposal:  Another  excerpt  from  the  letter  to  Congressman 
Joseph  P.  Kennedy,  Jr.  (Exhibit  F)  suggests  a  refinement  by 
the  SBA  to  ensure  that  their  existing  guidelines  regarding 
qualifications  for  approving  a  guaranteed  loan  are  met.  This 
quote  constitutes  the  part  of  the  proposal: 
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"Streamline  and  refocus  the  Small  Business 
Administration  to  increase  allocation  of  capital  to 
minority-  and  women-owned  enterprises.  Today,  the  SBA 
guarantees  loans  that  probably  would  have  been  made 
under  conventional  lending  practices,  and  enables 
lenders  to  earn  returns  that  are  excessive  relative  to 
the  risk  involved.  Unlike  the  CRA,  the  SBA  program  does 
not  require  lenders  to  assess  the  credit  needs  of  small 
businesses  in  their  communities,  nor  are  the  criteria 
for  becoming  an  SBA  lender  particularly  stringent." 

A  more  specific  component  of  the  proposal  is  to  require 
lenders  (bank  and  nonbank)  to  provide  originations  with 
targeted  goals  midway  (not  specifically  defined  in  this  paper) 
between  the  demographic  make-up  of  the  community  and  the  most 
current  information  on  small  business  sales  and  receipts. 


START-UP  BUSINESS  LOANS 

Price  Waterhouse  (PW)  conducted  a  study  to  evaluate  the  SBA 
7(a)  guaranteed  business  loan  program.  One  of  the  objectives 
of  this  evaluation  was  to  determine  how  firms  use  7(a)  loans. 
To  determine  the  answer  to  that  question,  PW  used  a 
statistically  valid  method  to  select  a  sample  of  1985  SBA  loan 
recipients  and  a  similar  group  of  1985  businesses  that  had  not 
received  SBA  loans.  A  table  from  that  study  is  shown  in 
Exhibit  G  and  displays  the  results  of  how  the  SBA  group  and 
the  comparison  group  used  SBA  and  commercial  loans.  34.6%  of 
the  SBA  group  used  their  loan  to  start  a  business.  This 
appears  to  be  a  healthy  percentage,   however  the  needs 
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assessment  surveys  also  indicate  that  there  are  demands  for 
this  type  of  funding. 

Based  upon  the  indications  that  many  people  desire  to  start 
businesses,  especially  during  the  recession  when  unemployment 
is  high  and/or  increasing  and  are  not  aware  of  the  personal 
financial  resources  necessary,  it  appears  that  many  of  the 
demands  cannot  simply  be  met  due  to  lack  of  evidence  of 
creditworthiness . 

SBA  standard  operating  procedures  are  generous  and  provide 
that  loans  generally  are  not  declined  where  inadequacy  of 
collateral  is  the  only  unfavorable  factor.  In  cases  where 
collateral  is  insufficient  to  secure  the  loan  request,  other 
factors,  such  as  a  strong  indication  of  repayment  ability 
and/or  management  ability,  can  offset  this  deficiency. 
Unfortunately,  applicants  also  frequently  have  these 
deficiencies,  thus  their  needs  cannot  be  met  in  a  safe  and 
sound  lending  manner. 

Proposal:  A  specific  proposal  for  start-up  businesses  has  not 
been  deemed  necessary  to  achieve  the  objective  of  increased 
availability  of  guaranty  funds  for  this  targeted  purpose. 
Refer  to  the  proposal  in  the  real-estate  loan  section  which 
was  developed  to  encourage  more  non  real-estate  collateralized 
lending  to  support  other  borrower  demands. 
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SMALL  LOANS  ($50,000  OR  LESS) 

For  years,  the  SBA  officials  and  members  of  Congress  heard  a 
common  refrain  from  frustrated  loan  applicants:  "Banks 
participating  in  the  SBA  lending  program  don't  want  to  make 
loans  for  amounts  less  than  $100,000."^^  This  is  due  to 
simple  economics,  the  costs  are  generally  the  same  for  small 
and  large  loans,  therefore  the  returns  from  large  loans 
generally  win  out  with  lenders.  There  is  another  lender  view 
which  maintains  that  small  loans  are  an  investment  in  the 
future  for  both  the  small  business  and  the  bank.  "Make  a 
small  loan  now,  watch  the  business  grow  and,  sooner  or  later, 
the  borrower  will  come  back  to  us  for  bigger  loans. "^^ 

As  discussed  earlier  in  the  paper,  the  SBA  has  implemented 
program  incentives  for  small  loans.  This  is  a  step  in  the 
right  direction  and  applauded  by  those  institutions  interested 
in  participating,  however  there  is  room  to  enforce  greater 
originations  for  small  loans. 

Enhanced  lenders  are  able  to  attract  the  higher  quality 
borrowers  due  to  the  quick  SBA  approval  turnaround  they  are 
granted.  These  loans  are  generally  of  higher  credit  quality, 
well  collateralized,  offer  good  yields,  and  may  be  profitably 
sold  in  the  secondary  market. 
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Enhanced  status  lenders  have  worked  up  the  ladder  within  the 
SBA  structure  to  earn  this  credential.  Regular  lenders  who 
are  striving  to  achieve  enhanced  status  and  banks  who  will 
continue  to  serve  this  borrower  tier  because  it's  the  correct 
objective,  handle  applications  from  a  lower  tier  of  borrower 
than  those  often  pursued  by  enhanced  lenders  (especially 
nonbanks) .  Regular  lenders  therefore  put  more  effort  into 
generating  loan  originations  in  terms  of  evaluation  of  the 
application  (may  include  difficult  collateral  to  evaluate 
and/ or  less  objective  qualities  such  as  management 
experience) ,  lower  sophistication  of  the  borrower,  and 
generally  smaller  size  of  the  loan  requests.  The  paperwork 
required  for  these  smaller  loans  includes  the  same  detail 
required  for  larger  loans,  which  from  a  cost/ benefit 
standpoint  to  the  SBA,  lender  and  borrower,  may  be  overdone. 

To  require  a  focussed  contribution  to  the  small  business 
community,  enhanced  lenders  should  be  required  to  originate 
small  loans  in  an  established  proportion  to  loans  greater  than 
$50,000. 

Proposal:  Enhanced  status  lenders  should  originate  small 
loans  ($50,000  or  less)  in  a  number  at  least  equal  to  10 
percent  of  the  total  number  of  loans  originated  in  each  fiscal 
year  to  retain  their  enhanced  (PLP  or  CLP)  status.  In 
addition,  the  SBA  should  simplify  the  underwriting  criteria 
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and  due  diligence  work  required  on  these  loans  to  make  them 
less  laborious  for  both  the  lender  and  borrower. 


General  Proposals:  The  above  proposals  focus  on  changes  to  be 
made  by  the  SBA,  but  there  are  additional  considerations  in 
the  SBA/CRA  focus  taken  in  the  paper.  CRA  guidelines  offer  a 
wide  range  of  program  possibilities  to  support  regulatory 
compliance.  The  SBA  should  also  take  the  initiative  to 
propose  suggested  modifications  of  activities  that  CRA 
regulators  allow  as  qualified  for  CRA  credit.  This 
coordination  of  CRA,  SBA  and  lenders  would  result  in  more 
consistency  and  coordination  in  directing  efforts  for  economic 
improvement . 

For  example,  bank  purchases  of  SBA  (or  other  community 
investment  type  loans)  from  another  institution  provide  the 
originating  institution  the  opportunity  to  leverage  funds, 
originate  new  loans  and  likely  record  a  gain  on  sale.  The 
purchasing  institution,  however,  is  not  able  to  control  or 
direct  which  targeted  groups  of  borrowers  needs  may  be  met 
with  the  new  originations. 

Proposal;  In  order  to  support  the  SBA's  goals  to  increase 
loan  originations  in  categories  where  they  desire  to  incent 
lenders  (these  categories  have  been  shown  to  be  very  similar 
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to  bank  goals)  the  SBA  should  propose  to  CRA  regulators  that 
less  bank  CRA  credit  be  granted  for  certain  types  of  loans  as 
follows: 

Real  estate  secured  loans  -  research  indicates  that  this 
is  an  overserved  category  of  borrower  versus  all  other 
loan  purpose  objectives  and  supports  lender  profits  more 
than  targeted  community  development. 

Purchased  SBA  loans  -  less  credit  should  be  provided  for 
purchased  loans  versus  in-house  originations  to 
encourage  banks  to  really  understand  and  direct  SBA  and 
other  loan  penetration  in  accordance  with  their 
community's  needs. 
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VIII.  CONCLUSION 

Many  objectives  of  and  correlations  among  the  CRA,  the  SBA, 
and  lenders,  bank  and  nonbank,  have  been  examined  in  this 
paper.  Surprisingly,  in  the  big  picture,  the  CRA,  SBA  and 
bank  lenders  tend  to  have  quite  similar  overall  objectives  in 
economic  improvement  for  small  businesses. 

Banks  are  the  only  entity  in  the  above  mentioned  group  that 
are  held  to  regulatory  compliance  requirements  related  to 
community  development  objectives,  although  CRA  guidelines  are 
flexible.  This  is  useful  in  allowing  banks  freedom  in 
determining  how  to  meet  their  community's  needs  adequately. 

On  the  other  hand,  the  government  is  offering  a  profitable 
opportunity  for  banks  through  participation  in  the  SBA  program 
without  sufficient  compensation  to  the  SBA  for  the  guaranty. 
Therefore  it  seems  sensible  for  the  SBA  to  utilize  this 
opportunity  to  direct  certain  necessary  results  for  targeted 
small  business  needs,  as  identified  by  the  banks  own  needs 
assessment  surveys.  Research  shows  that  special  programs  the 
SBA  has  recently  developed  and  lending  objectives  that  they 
are  encouraging  by  incentives  support  needs  that  banks  have 
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identified. 

The  objective  of  this  paper  is  to  determine  if  SBA  7(a)  loan 
program  resources  should  be  allocated  via  new  guidelines  to 
support  both  lender  profit  and  targeted  community  development 
objectives.  The  conclusion  of  the  writer  is  yes,  resources 
should  be  directed  by  the  SBA  via  specific  enforced  guidelines 
imposed  upon  lenders  to  meet  the  bottom-line  needs  of 
qualified  borrowers. 

This  conclusion  was  derived  as  a  result  of  reviewing  bank  CRA 
requirements,  SBA  programs,  bank  needs  assessment  surveys,  SBA 
lending  results,  and  lender  and  SBA  objectives. 

Banks  and  nonbank  lenders  are  the  conduits  for  the  largest 
source  of  government  funds  allocated  for  small  business 
community  development  lending.  As  the  goals  of  the  SBA  and 
its  lenders,  with  the  exception  of  nonbanks,  are  quite 
similar,  it  behooves  the  government  to  establish  enforced 
guidelines  to  ensure  that  the  funds  are  most  beneficially 
utilized  among  the  unlimited  small  business  lending 
opportunities.  Nonbanks  must  also  be  subject  to  these 
requirements  in  certain  instances  to  ensure  appropriate 
allocation  of  resources.  Enhanced  lenders,  bank  or  nonbank, 
are  also  subjected  to  some  special  limitations  in  the 
proposals  for  the  same  reason. 
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Popularity  of  SBA  lending  has  increased  as  a  result  of  CRA 
requirements  and  the  SBA  has  demonstrated  that  they  want  their 
programs  to  be  viewed  as  a  key  CRA  tool.  Many  publications 
state  the  benefits  of  using  SBA  programs  for  CRA  compliance  as 
well  as  profitability. 

An  argvunent  could  be  that  these  proposed  7(a)  program 
requirements  will  impose  additional  undesirable  monitoring 
efforts  on  both  lenders  and  the  SBA.  CRA  regulators  have 
already  imposed  documentation  requirements  on  banks.  As 
experience  has  been  gained  by  both  regulators  and  banks; 
results  show  both  increased  awareness  and  improved  community 
development  lending.  It  follows  that  enforcement  of  certain 
results  by  the  SBA  of  its  participating  lenders  is  reasonable, 
and  will  likely  generate  improved  distribution  of  resources. 

The  results  of  the  new  proposals  would  need  to  be  tracked  by 
the  lenders  and  provided  to  the  SBA,  adding  some  additional 
efforts  for  each  to  ensure  compliance  with  these  new 
proposals.  The  ultimate  result  is  a  more  targeted  and 
directed  use  of  SBA  guaranty  authority  to  serve  currently 
unmet  needs. 

As  with  any  other  community  development  plan,  the  SBA,  CRA 
regulators  and  banks  should  continue  to  adjust  directives. 
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guidance  and  requirements  on  a  proactive  basis  as  community 
needs  change. 
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EXHIBIT  A-1 

The  Community  Reinvestment  Act  of  1977 


Housing  and  Community  Development  Act 
Public  Law  95-128 

Title  VIII — Commimity  Reinvestment 

Sec.  801.  This  title  may  be  cited  as  the  "Community  Reinvestment  Act  of 
1977." 

Sec.  802. 

(a)  The  Congress  finds  that— 

(1)  regulated  financial  institutions  are  required  by  law  to  demonstrate 
that  their  deposit  facUities  serve  the  convenience  and  needs  of  the 
communities  in  which  they  are  chartered  to  do  business; 

(2)  the  convenience  and  needs  of  communities  include  the  need  for 
credit  services  as  well  as  deposit  services;  and 

(3)  regulated  finauicial  institutions  have  continuing  and  affirmative 
obhgation  to  help  meet  the  credit  needs  of  the  local  communities  in 
which  they  sire  chartered. 

(b)  It  is  the  purpose  of  this  title  to  require  each  appropriate  Federal  finan- 
cial supervisory  agency  to  use  its  authority  when  examining  financial 
institutions,  to  encourage  such  institutions  to  help  meet  the  credit  needs 
of  the  local  communities  in  which  they  are  chartered  consistent  with  the 
safe  and  sound  operation  of  such  institutions. 

Sec.  803.  For  the  purposes  of  this  title— 

(1)  the  term  "appropriate  Federal  financial  supervisory  agency" 
means — 

(A)  the  Comptroller  of  the  Currency  with  respect  to  national 
banks; 

(B)  the  Board  of  Governors  of  the  Federal  Reserve  System  with 
respect  to  State  chartered  banks  which  are  members  of  the  Federal 
Reserve  System  and  bank  holding  companies; 

(C)  the  Federal  Deposit  Insurance  Corporation  with  respect  to 
State  chsirtered  banks  and  savings  banks  which  are  not  members 
of  the  Federjd  Reserve  System  and  the  deposits  of  which  are 
insured  by  the  Corporation;  and 

(D)  the  Federal  Home  Loan  Bank  Boau-d  with  respect  to  institu- 
tions the  deposits  of  which  are  insured  by  the  Federal  Savings  and 
Loan  Insurance  Corporation  and  to  savings  sind  loan  holding 
companies. 
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EXHIBIT  A-2 

(2)  the  term  "regulated  financial  institution"  means  an  insiired  bank 
as  defined  in  section  3  of  the  Federal  Deposit  Insurance  Act  or  an 
insured  institution  as  defined  in  section  401  of  the  NationEil  Housing 
Act;  and 

(3)  the  term  "application  for  a  deposit  facility"  means  an  application 
to  the  appropriate  F^eral  financial  supervisory  agency  otherwise 
required  under  Federal  law  or  regulations  thereunder  for— 

(A)  a  charter  for  a  national  bank  or  Federal  savings  and  loan 
association; 

(B)  deposit  insurance  in  connection  with  a  newly  chartered  State 
bank,  savingfs  bank,  savings  and  loan  association  or  similar 
institution; 

(Q  the  establishment  of  a  domestic  branch  or  other  facility  with 
the  ability  to  accept  deposits  of  a  regulated  financial  institution; 

(D)  the  relocation  of  the  home  office  or  a  brsmch  office  of  a  regfu- 
lated  financial  institution; 

(E)  the  merger  or  consolidation  with,  or  the  acquisition  of  the 
assets,  or  the  £issumption  of  the  liabilities  of  a  regulated  finaLncial 
institution  requiring  approved  under  section  18(c)  of  the  Federal 
Deposit  Insurance  Act  or  under  regulations  issued  under  the 
authority  of  title  IV  of  the  National  Housing  Act;  or 

(F)  the  acquisition  of  shares  in,  or  the  Eissets  of,  a  regulated  finan- 
cial institution  requiring  approval  under  section  3  of  the  Bank 
Holding  Company  Act  of  1956  or  section  408(e)  of  the  National 
Housing  Act. 

(4)  A  finauicial  institution  whose  business  predominately  consists  of 
serving  the  needs  of  military  personnel  who  are  not  located  within  a 
defined  geographic  aurea  may  define  its  "entire  community"  to  include 
its  entire  deposit  customer  base  without  regard  to  geographic 
proximity. 

Sec  804.  In  connection  with  its  exeonination  of  a  financial  institution,  the 
appropriate  Federal  financial  supervisory  agency  shall — 

(1)  assess  the  institution's  record  of  meeting  the  credit  needs  of  its 
entire  community,  including  low-  and  moderate-income  neighbor- 
hoods, consistent  with  the  safe  and  sound  operation  of  such  institu- 
tion; and 

(2)  take  such  record  into  account  in  its  evaluation  of  an  application  for 
a  deposit  facility  by  such  institution. 

Sec  805.  Each  appropriate  Federal  financial  supervisory  agency  shall 
include  in  its  annual  report  to  the  (Congress  a  secition  outlining  the  actions  it 
has  taken  to  carry  out  its  responsibilities  under  this  titie. 

Sec  806.  Regulations  to  carry  out  the  purposes  of  this  title  shall  be  pub- 
lished by  each  appropriate  Federal  financial  supervisory  agency,  and  shall 
take  effect  no  later  than  390  days  after  October  12, 1977. 
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EXHIBIT   B-1 


Statement  of  the  federal  financial 
supervisory  agencies  regarding  the 
Community  Reinvestment  Act 


54  FR 13742  (April  5, 1989) 


Introduction 


In  light  of  the  significant  developments  that  have  occurred  in  the  financial 
institutions  industry  since  enactment  of  the  Community  Reinvestment  Act  of 
1977  ("CRA"),  the  Board  of  Governors  of  the  Federal  Reserve  System,  the  Fed- 
eral Deposit  Insurance  Corporation,  the  Office  of  the  Comptroller  of  the  Cur- 
rency, and  the  Federal  Home  Loan  Bank  Board  ("the  Agencies")  have  revised 
the  1980  Community  Reinvestment  Act  Information  Statement  The  revisions 
in  this  Joint  Statement  axe  intended  to  take  advantage  of  the  experience  the 
Agencies,  financial  institutions,  and  community  members  have  gsdned  over 
the  years  in  developing  approaches  to  ensure  that  the  requirements  and  pur- 
poses of  the  CRA  are  met.  This  revised  Statement  provides  guidance  regard- 
ing the  types  of  policies  and  procedures  that  the  Agencies  believe  financial 
institutions  should  have  in  place  in  order  to  fulfill  their  responsibilities  under 
the  CRA  on  an  ongoing  basis  and  the  procedures  the  Agencies  will  use  dur- 
ing the  application  process  to  review  an  institution's  CRA  compliance  aind 
performance. 

Under  the  CRA,  the  Agencies  are  required,  when  considering  certain  applica- 
tions involving  a  federally  insured  financial  institution  ("financial  institu- 
tion"), to  take  into  account  the  institution's  record  of  helping  to  meet  the 
credit  needs  of  its  entire  community,  including  low-  and  moderate-income 
neighborhoods.  Given  this  responsibility,  the  Agencies  want  to  assure  that_ 
potential  applicants,  and  those  who  may  wish  to  comment  on  an  applicant's 
CRA  record,  know  what  is  expected  of  a  financial  institution  under  the  CRA 
and  of  participants  during  the  appUcation  process. 

The  Agencies  believe  the  clarification  provided  in  this  Statement  will  help 
applicants  and  others  who  wish  to  comment  on  applications  to  provide 
promptly  the  information  necessary  to  permit  the  Agencies  to  address  CRA 
issues  in  a  timely  fashion  in  accordance  with  the  schedules  required  under 
relevant  federal  statutes  and  regulations.  The  Agencies  wish  to  emphasize 
their  beUef  that  the  goals  of  the  CRA  are  best  accomplished  when  financial 
institutions  make  meeting  their  responsibihties  under  the  statute  a  part  of 
their  routine  management  and  operational  structure.  Thus,  the  Agencies 
expect  applicants  to  have  addressed  their  responsibilities  under  the  CRA  well 
before  Uiey  submit  an  application. 


Background 


The  CRA  was  enacted  in  1977  against  a  backdrop  of  concern  over  unfair 
treatment  of  prospective  borrowers  by  financial  institutions  and  over  unwar- 
ranted geographic  differences  in  their  lending  patterns.  In  the  CRA,  Congress 
reaJBRrmed  that  every  financial  institution  has  a  continuing  and  affirmative 
obligation  consistent  with  its  safe  and  sound  operation  to  help  meet  the  credit 
needs  of  its  entire  community,  including  low-  and  moderate-income 
neighborhoods. 
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The  CRA  states  that  its  purpose  is  to  require  each  federal  financial  supervi- 
sory agency  to  use  its  authority  when  conducting  examinations  to  encourage 
the  financial  institutions  it  supervises  to  help  meet  those  needs,  lb  this  end, 
the  Community  Reinvestment  Act  provides: 

In  connection  with  its  examination  of  a  financial  institution,  the  appro- 
priate. . .  agency  shall— 

(1)  assess  the  institution's  record  of  meeting  the  credit  needs  of  its  entire 
community,  including  low-  and  moderate-income  neighborhoods,  con- 
sistent with  the  safe  and  sound  operation  of  [the]  institution;  and 

(2)  take  such  record  into  account  in  its  evaluation  of  an  application ...  by 
such  institution.  12  U.S.C.  §  2903. 

Simply  stated,  the  CRA  and  the  implementing  regulations  place  upon  all 
financial  institutions,  whether  wholesale  or  retail,  urban  or  rural,  an  affirma- 
tive responsibility  to  treat  the  credit  needs  of  low-  and  moderate-income  mem- 
bers of  their  communities  as  they  would  any  other  market  for  services  that 
the  institution  has  decided  to  serve.  As  with  any  other  targeted  market,  finan- 
cial institutions  are  expected  to  ascertain  credit  needs  and  demonstrate  their 
response  to  those  needs. 

The  Agencies  believe  that  the  CRA  intends  financial  institutions  to  help  meet 
the  credit  needs  of  their  communities  in  a  positive,  ongoing  way  that  recog- 
nizes the  institution's  assessment  of  its  relevant  market  and  is  consistent 
with  the  safe  and  sound  operation  of  the  institution.  This  responsibihty  under 
the  CRA  may  be  met  in  a  variety  of  ways,  including  lending  for  business, 
agriculture,  education,  consumer,  home  purchase,  and  home  improvement 
purposes,  and  to  finance  state  and  local  governments.  The  CRA  was  not 
intended  to  limit  an  institution's  discretion  to  develop  the  types  of  products 
and  services  that  it  beheves  are  best  suited  to  its  expertise  and  busmess  objec- 
tives and  to  the  needs  of  its  particular  community,  as  long  as  the  institution's 
program  is  consistent  with  the  objectives  of  the  CRA.  Nor  is  it  the  purpose  of 
this  Statement  to  establish  specific  lending  requirements  or  programs  for 
financial  institutions  subject  to  the  CRA. 

This  Statement  provides  guidance,  in  part,  by  describing  the  types  of  activi- 
ties that  the  Agencies  have  found  fulfill  a  financial  institution's  responsibih- 
ties  under  the  CRA.  Because  the  needs  of  communities  vary,  the  Agenaes  rec- 
ognize that  the  examples  outlined  in  this  Statement  will  not  be  appropriate 
for  every  institution  or  for  every  community. 

Guidelines  for  developing  an  effective  CRA  process 

Because  the  credit  needs  of  individual  communities  differ,  the  Agencies  will 
consider  the  process  by  which  a  financial  institution  defines  the  community 
it  serves  determines  its  credit  needs,  including  its  low-  and  moderate-income 
areas  and  takes  steps  to  help  meet  those  needs  through  appropriate  and  pru- 
dent lending.  The  Agencies  believe  that  appropriate  consideration  should  be 
given  to  an  institution  that  makes  ongoing  efforts  to  ascertain  the  needs  of  its 
entire  community,  develops  products  and  services  that  are  responsive  to  those 
needs,  and  markets  those  products  and  services  throughout  the  community. 
An  active  program  of  management  involvement,  policy  oversight,  and  regu- 
lar review  is  most  Ukely  to  assure  that  the  products  and  services  the  mstitu- 
tion  chooses  to  offer  will  meet  community  credit  needs,  be  adjusted  when 
those  needs  change,  and  be  available  to  all  segments  of  the  community. 

The  experience  of  the  Agencies  indicates  that  an  effective  CRA  process  must 
include  methods  to  ascertain  community  needs  on  an  ongomg  basis  through 
outreach  efforts  to  local  governments,  businesses,  and  community  members 
and  organizations.  This  ascertainment  effort  should  include  a  system  that 
both  facilitates  dialogue  with  those  individuals  and  groups  and  enables  them 
to  communicate  their  concerns  to  an  officer  of  the  financial  institution  with 
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CRA  responsibilities,  lb  be  effective,  the  process  must  include  methods  to 
incorporate  findings  regaurding  community  credit  needs  into  the  development 
of  products  and  services  that  the  institution  decides  to  offer  to  help  meet  these 
needs. 

The  CRA  plan  should  include  marketing  and  advertising  programs  for  lend- 
ing products  and  services  that  are  responsive  to  the  needs  of  the  community 
and  that  will  inform  and  stimulate  awareness  of  those  oroducts  and  services 
throughout  the  community,  including  low-  and  moderate-income  areas.  The 
plan  should  also  include  periodic  anaJysis  of  the  disposition  of  loan  applica- 
tions to  ensure  that  potential  borrowers  are  treated  in  a  fair  smd 
non-discriminatory  mamner. 

The  duty  to  coordinate  and  monitor  the  CRA  process  should  be  assigned  to  a 
senior  officer  or  a  committee  diarged  with  the  responsibility  to  report  periodi- 
cally to  the  board  of  directors  about  the  institution's  CRA  efforts,  perfor- 
mamce  and  areas  for  improvement,  where  appropriate.  An  employee  training 
program  should  be  established.  This  program  should  contain  information 
about  those  poUdes  of  the  institution  designed  to  help  meet  community  credit 
needs,  including  the  needs  of  low-  and  moderate-income  areas  and  small  busi- 
nesses. Procedures  should  be  implemented  to  assure  that  files  aure  maintained, 
as  required  by  agency  regulations,  for  purposes  of  receiving  public  comments 
and  for  reviewing  and  responding  to  these  comments. 

Regardless  of  how  an  institution  organizes  itself  to  implement  such  a  plan, 
seeing  that  the  institution  has  taken  the  steps  necessary  to  help  meet  its  com- 
munity's credit  needs  is  the  responsibility  of  the  entire  orgainization,  begin- 
ning with  its  board  of  directors  and  continuing  through  its  line  management. 

Once  a  financial  institution  has  established  an  effective  CRA  process,  it  must 
assure  that  its  CRA  statement  accurately  reflects  the  types  of  lending  and 
other  services  that  it  will  offer  to  the  community.  This  statement  must  be 
reviewed  at  least  annually  to  ensure  its  accuracy.  The  services  that  the  insti- 
tution chooses  to  offer  should  be  clearly  articulated,  reasonably  related  to 
community  needs,  and  distributed  in  a  fair  and  nondiscriminatory  manner  in 
keeping  with  an  institution's  general  approach  to  its  business.  A  financial 
institution  need  not  offer  every  finandad  service  in  order  to  meet  its  CRA 
responsibilities;  however,  the  Agendes  expect  that  institutions  will  offer  the 
types  of  credit  listed  in  Uieir  CRA  statement  throughout  their  delineated 
communities. 

Specific  elements  of  an  effective  CRA  process 

Within  the  general  framework  discussed  above,  institutions  have  substantial 
leeway  in  developing  specific  polides  and  programs  to  meet  their  CRA 
responsibilities.  The  actual  steps  taken  by  an  institution  will  of  necessity 
depend  upon  a  number  of  factors,  induding  the  size  of  the  institution,  its  busi- 
ness strategy  and  objectives,  and  the  size,  nature  and  needs  of  the  community 
involved.  I^r  exsonple,  the  specific  steps  taken  by  a  small  rural  institution  to 
meet  its  CRA  responsibilities  may  be  quite  different  from  those  required  of  a 
major  metropolitan  institution. 

Based  upon  the  experience  of  the  Agendes,  institutions  with  the  most  effec- 
tive programs  for  meeting  their  CRA  responsibilities  and  for  assuring  that 
their  services  reach  low-  and  moderate-income  segments  of  the  community 
will  have  taken  many  of  the  following  steps: 

•      implemented  polides,  induding  the  use  of  more  flexible  lending  criteria, 
consistent  wiUi  safe  and  sound  practices,  to  provide  the  types  of  loans 
and  services  described  in  ttie  institution's  CRA  statement  on  a  more  wide- 
spread basis; 
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increased  efforts  to  make  loans  to  help  meet  identified  credit  needs  within 
the  community,  such  as  those  for  home  mortgages,  home  miprovement 
and  small  business.  This  may  include  participation  in  various 
government-insured  lending  programs,  such  as  FHA-insured  or  VA-guar- 
anteed  mortgage  loans  and  SBA  loans,  and  participation  in  other  types  of 
lending  programs,  such  as  high-loan-to-value-ratio  conventional  mort- 
gage loans  with  private  mortgage  insurance; 

implemented  and  advertised  the  availabiHty  of  services  of  benefit  to  low- 
and  moderate-income  persons,  such  as  cashmg  government  checks  or 
offering  low-cost  checking  accounts; 

created  and  implemented  advertising  and  marketing  efforts  through  for 
example  newspapers,  radio,  television  and  brochures  designed  to  inform 
low-  and  moderate-income  groups  (in  languages  other  than  English, 
where  appropriate)  of  available  loan  and  deposit  services; 

.      expanded  officer  caU  programs  to  include  targeted  groups,  such  as  small 
business  owners  and  real  estate  agents  in  low-  and  moderate-mcome 
neighborhoods,  in  order  to  inform  them  of  available  credit  services; 

.      established  a  process  involving  all  levels  of  management  in  efforts  to  con- 
tact governmental  leaders,  economic  development  pracboners.  busm^es 
and  business  associations,  and  community  organizations  to  discuss  the 
financial  services  that  are  needed  by  the  community; 

.      developed  systems  to  provide  assistance  to  customers  or  potential  custom- 
ers regarding  federal,  state  or  local  assistance  programs  to  smaU  busi- 
nesses, or  for  housing  or  other  similar  community  needs; 

.      adopted  a  written  corporate  policy  concerning  branch  closings  which  con- 
tains provisions  for  appropriate  notice,  analysis  of  the  impact  of  the  clos- 
ing on  the  local  community,  and  efforts  that  may  be  made  to  mmimize 
any  adverse  effects; 

.      participated  in  or  provided  assistance  to  community  development  pro- 
grams or  projecU.  such  as  Neighborhood  Housmg  Services  programs 
small  business  programs  encouraged  by  the  Small  Busmess  Admimstra- 
tion  or  Economic  Development  Adminisb-ation.  or  Commumty  Develop- 
ment Block  Grant  programs; 

•  established  a  community  development  corporation; 

•  funded  a  small  business  investinent  corporation  or  created  a  minority 
small  business  investment  corporation; 

.      made  lines  of  credit  and  other  fmandng  available,  within  prudent  lend- 
ing principles,  to  non-profit  developers  of  low-income  housing  and  smaU 
bv^ess  developments,  for  low-income  multi-family  rehabihtation  and 
new  consbnction  projects,  and/or  provided  a  secondary  market  for  non- 
profit developer  paper. 

•  underwritten  or  invested  in  state  and  municipal  bonds;  or 

.      in  the  case  of  members  of  the  Federal  Home  Loan  Bank  System,  partici- 
pated actively  in  the  FHLBB  Community  Investinent  Fund  program. 

Finally,  to  enhance  CRA  performance,  some  fmandal  institutions  have  cho- 
sen to  estabUsh  special  or  pilot  lending  programs  earmarked  ^^  low-  and 
moderate-income  neighborhoods,  consistent  with  safe  and  sound  lending 
practi<^^e  the  Agencies  support  such  activity,  the  scope  of  any  su.^ 
program  is  properly  addressed  by  the  financial  mstitubonitseli.  taking  into 
a^^Sits  own  expertise  and  financial  capabilities.  This  is  particularly  true 
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of  any  targeted  goals  established  for  such  a  program,  which  may  represent  a 
statement  of  the  institution's  expectations  of  services  to  be  provided  based 
upon  actual  loan  demand,  market  conditions,  and  other  similar  factors.  The 
Agencies  will  continue  to  consider  favorably  financial-institution  leadership 
in  concerted  efforts  to  improve  low-  and  moderate-income  areas  in  the  com- 
munity and  participation  by  financial  institutions  in  public  and  private  part- 
nerships to  promote  economic  and  community  development  efforts. 

The  examples  described  above  illustrate  specLHc  steps  that  have  been  taken, 
in  particular  by  larger  financial  organizations  operating  in  urban  communi- 
ties, to  help  meet  the  credit  needs  of  all  segments  of  those  commiinities. 
Smaller  financial  organizations  operating  in  primeirily  rural  communities 
may  nonetheless  find  some  of  these  examples  helpful  in  designing  CRA  poli- 
cies that  would  meet  the  needs  of  their  communities. 


Expanded  CRA  statement 


Financial  institutions  are  currently  required  by  agency  regulations  to  prepare 
a  CRA  statement  describing  the  community  served  by  the  institution  and  list- 
ing the  types  of  credit  offered  by  the  institution  to  the  community  and  encour- 
aged to  describe  their  CRA  efforts  in  this  statement.  This  statement  must  be 
reviewed  by  the  board  of  directors  of  the  institution  at  least  on  an  annual 
beisis.  As  noted  above,  an  effective  CRA  process  should  also  include  manage- 
ment review  and  oversight  of  the  institution's  policies  and  performance  on  a 
regular  basis. 

The  Agencies  believe  that  it  would  be  especially  useful  for  a  finainciaJ  institu- 
tion, in  connection  with  the  preparation  and  periodic  review  of  its  CRA  state- 
ment, to  expand  the  CRA  statement  to  include  a  description  of  the  institu- 
tion's CRA  performance.  The  CRA  regulations  of  the  Agencies  currently 
encourage  financial  institutions  to  incorporate  this  type  of  description  in 
their  CRA  statements.  This  description  includes  the  institution's  efforts  to 
ascertain  the  credit  needs  of  its  community  and  to  communicate  with  mem- 
bers of  the  community  regarding  those  needs,  and  the  steps  taken  by  the 
institution,  including  through  special  credit-related  programs,  to  help  meet 
the  community's  credit  needs.  The  CRA  statement  also  provides  a  readily 
available  vehicle  for  financial  institutions  to  describe  the  marketing  Eund 
advertising  prognrams  used  by  the  institution  to  inform  the  community  of  the 
institution's  services,  amd  any  other  steps,  such  as  those  outlined  in  this 
Statement,  that  have  been  taken  by  the  institution  to  implement  its  CRA  poli- 
cies. The  institution  may  aJso  find  it  useful  to  include  a  summary  of  the 
results  of  its  internal  CRA  review  and  a  summsuy  of  the  documentation  col- 
lected by  the  institution  regeurding  its  CRA  performance. 

An  expanded  CRA  statement  along  the  lines  suggested  in  existing  agency 
regulations  can  be  a  particulaurly  effective  part  of  the  institution's  outreach 
efforts  to  the  community.  This  type  of  statement  would  also  focus,  on  em 
ongoing  basis,  the  attention  of  both  the  institution's  management  and  the 
public  on  the  finandaJ  institution's  efforts  to  meet  its  responsibilities  under 
the  CRA  and  on  any  areas  identified  by  the  institution  for  improvement 

The  Agencies  also  believe  that  an  expanded  CRA  statement  would  present  a 
suitable  firamework  outside  the  applications  process  for  public  comment 
regarding  an  institution's  CRA  record.  Under  existing  rules,  public  comments 
received  by  an  institution  regarding  its  CRA  performance  must  be  main- 
tained in  a  public  file  with  the  institution's  CRA  statement  These  public  com- 
ments provide  the  institution  with  an  opportunity  to  identify  areas  of  public 
concern  regarding  its  CRA  performance  and  to  consider  any  steps  that  the 
institution  may  find  appropriate  to  address  these  concerns.  The  Agencies 
may  then  review  these  comments  and  the  steps  taken  by  the  institution  to 
address  the  comments  during  the  CRA  examination  of  the  institution  rather 
than  through  the  applications  process. 
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The  Agencies  strongly  encourage  financial  institutions  to  expand  their  CRA 
statement  to  include  a  description  of  the  institution's  CRA  poiformance  in 
connection  with  the  institution's  review  of  its  CRA  record.  The  Federal 
Reserve  Boau-d  smd  the  FHLBB  also  strongly  encourage  holding  companies, 
as  part  of  the  system-wide  review  and  oversight  by  the  holding  company  of 
the  CRA  performamce  of  its  subsidiary  fmancial  institutions,  to  ensure  that 
their  CRA  statements  are  expanded  in  this  way.  The  Agencies  recognize  that 
the  CRA  statement  would  vary  in  complexity  and  scope  depending  on  the 
size,  resources,  and  location  of  the  institution. 

Coininunication  in  advance  of  the  applications  process 

Just  as  financial  institutions  are  expected  to  communicate  with  their  local 
communities  on  an  ongoing  basis  regarding  credit  needs,  community  organi- 
zations and  other  members  of  the  public  are  strongly  encouraged  to  bring 
comments  regarding  an  institution's  CRA  performance  to  the  attention  of  the 
institution  and  the  appropriate  supervisory  agency  at  the  earUest  possible 
time.  Interested  persons  are  encouraged  not  to  wait  to  present  their  comments 
through  a  protest  to  an  application. 

Prompt  submission  of  comments  regarding  an  institution's  CRA  record  pro- 
vides the  institution  and  examiners  with  a  timely  opportunity  to  evaluate  the 
matter  and  permits  the  institution  to  correct  any  deficiencies — an  opportunity 
that  may  not  be  as  effectively  utilized  under  the  time  constraints  of  the  appli- 
cations process.  The  CRA  regulations  of  the  Agencies  establish  a  comment 
procedure  at  the  financial  institution  for  this  purpose,  and  the  Agencies 
strongly  encourage  use  of  this  process.  The  Agencies  expect  that  financial 
institutions  will  investigate  promptly  all  complaints  and  place  a  high  priority 
on  correcting  any  deficiencies. 

The  Agencies  will  consider  any  comments  submitted  to  the  iiistitution 
through  this  comment  procedure,  as  well  as  any  action  or  response  that  the 
institution  deems  appropriate,  in  the  evaluation  of  the  institution's  CRA  per- 
formance. In  this  regard,  when  considering  public  comments  received  during 
the  applications  process  concerning  the  CRA  record  of  a  particular  institu- 
tion, the  Agencies  will  take  into  account  whether  the  institution  has  provided 
to  the  public  an  expanded  CRA  statement  that,  as  discussed  above,  describes 
the  efforts  made  by  the  institution  to  help  meet  the  credit  needs  of  its  commu- 
nity. The  Agencies  may  also  consider  whether  the  commenter  has  submitted 
comments  to  the  institution  in  response  to  the  institution's  CRA  statement 
outside  of  the  applications  process.  However,  comments  will  be  carefully 
weighed  regardless  of  their  timing,  as  long  as  submitted  within  the  periods 
specified  in  the  rules  of  the  appropriate  reviewing  Agency. 

Role  of  CRA  examinations 

In  acting  upon  applications  covered  by  the  CRA,  the  appropriate  reviewing 
Agency  will  consider  the  CRA  record  of  the  relevant  finEinciad  institutions  as 
reflected  in  examination  reports  (from  the  relevant  federal  or  state  supervi- 
sory agencies),  the  information  presented  by  any  commenters,  the  response 
by  the  apphcant,  and  the  Agency's  own  analysis. 

As  indicated  earlier,  the  CRA  requires  the  Agencies  to  assess  the  CRA  record 
of  institutions  under  their  sui>ervision  during  the  exaumination  process  and  to 
take  that  record  into  account  in  evaluating  certain  applications.  Therefore, 
the  CRA  record  of  the  institution,  as  reflected  in  its  examination  reports,  will 
be  given  great  weight  in  the  applications  process.  In  some  cases,  however,  the 
institution's  CRA  record  as  reflected  in  the  examination  report  may  need  to 
be  supplemented. 

The  CRA  requires  the  Agencies  to  consider  the  institution's  entire  CRA  record 
as  an  integral  component  of  the  analysis  of  the  convenience  and  needs  of  the 
community  that  must  be  conducted  when  processing  certain  types  of  applica- 
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tions  under  federal  statutes  governing  financial  institutions.  The  documenta- 
tion of  that  record  must  be  sufficient  to  support  the  conclusions  of  the  review- 
ing Agency.  A  favorable  CRA  examination  from  a  supervisory  agency  is  an 
important,  and  often  controlling,  factor  in  the  consideration  of  an  institu- 
tion's CRA  record.  It  is  not  conclusive  evidence,  however,  in  the  face  of  signif- 
icant and  supported  allegations  from  a  commenter.  This  is  especially  the  case 
when  the  exajnination  is  not  recent  or  the  particular  issue  raised  in  the  appli- 
cation proceeding  was  not  addressed  in  the  examiination.  In  these  instances, 
applicants  should  submit  sufficient  data  upon  which  the  reviewing  Agency 
may  base  a  decision  regarding  the  institution's  record  of  serving  the  conve- 
nience and  needs  of  its  community,  and  should  also  respond  to  specific  sub- 
stantive issues  reused  by  the  commenters  or  the  reviewing  Agency. 


Documentation  of  CRA  performance 


The  Agencies  expect  finsincial  institutions  to  maintain  reasonable  documen- 
tation of  the  activities,  such  as  those  outlined  in  this  Statement,  that  have 
been  undertaken  by  the  institution  to  implement  the  institution's  CRA  poli- 
cies. The  appropriate  scope  and  detail  of  this  documentation  must  be  deter- 
mined by  each  financial  institution  aind  should  accurately  reflect  the  institu- 
tion's CRA  policies  and  performance. 

If  a  substantive  CRA  issue  is  raised  in  the  applications  process  that  has  not 
been  addressed  in  the  institution's  examination  reports,  the  applicant  should 
be  prepared  to  provide  the  reviewing  Agency  with  information  necessary  to 
evaluate  the  issue.  This  information  may  include  such  items  as  a  description 
of  the  CRA  policies  that  have  been  established,  any  procedures  for  ongoing 
review  of  these  policies,  and  the  types  of  services  offered  by  the  institution  to 
help  meet  community  credit  needs.  In  addition,  a  description  of  the  resources 
devoted  to  such  services  and  the  extent  to  which  they  are  distributed  through- 
out the  community  has  proven  to  be  helpful  to  the  consideration  of  the  issues. 

An  applicant  that  has  estabUshed  the  type  of  CRA  policies  outlined  in  the 
applicable  CRA  regulations  and  this  Statement,  and  that  is  able  to  document 
that  it  is  performing  in  accordance  with  these  policies,  can  expect  a  favorable 
finding  on  the  CRA  component  of  the  convenience  and  needs  factor  under  the 
applicable  federal  statute  governing  the  transaction.  The  applicant  can  also 
expect  timely  action  on  the  application  within  the  reviewing  Agency's  pro- 
cessing guidelines  (assuming  that  financial  and  other  factors  aire  favorable). 

Where  the  examination  or  application  record  fails  to  show  that  the  institution 
has  instituted  these  types  of  policies,  however,  it  will  be  necessary  for  the 
reviewing  Agency  to  develop  the  information  required  to  evaluate  the  institu- 
tion's record  of  helping  to  meet  community  credit  needs.  A  poorly  documented 
record  may  prolong  the  application  process  in  order  for  the  reviewing  Agency 
to  collect  the  information  needed  for  its  decision. 

Where  the  record  shows  disparities  in  lending  that  do  not  appear  to  be  attrib- 
utable to  safety  and  soundness  considerations  or  to  factors  beyond  an  institu- 
tion's control,  the  reviewing  Agency  will  inquire  into  the  institution's  efforts 
to  ascertain  the  community's  needs,  to  communicate  with  all  areas  of  its  com- 
munity, and  to  advertise  and  market  its  services  throughout  its  delineated 
community.  The  reviewing  Agency  will  also  consider  all  available  informa- 
tion to  determine  whether  any  policies  and  practices  of  the  institution  may 
discourage  credit  applications  from,  or  unlawfully  discriminate  against,  indi- 
viduals or  segments  of  the  community.  Where  the  institution's  record  under 
the  CRA  is  found  not  to  be  consistent  with  its  obligations  under  the  CRA,  the 
reviewdng  Agency,  after  weighing  all  other  factors,  may  deny  the  application. 


Role  of  commitments  for  future  action 


The  Agencies  believe  that  applicants  should  address  their  CRA  responsibili- 
ties and  have  the  necessary  policies  in  place  and  working  well  before  they  file 
an  application.  In  fulfilling  their  responsibilities  under  the  CRA,  however, 
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financial  institutions  may  decide  to  initiate  programs  for  future  action  as  a 
means  of  assuring  a  strong  CRA  record  or  resolving  CRA  issues.  Commit- 
ments for  future  action  are  not  viewed  as  part  of  the  CRA  record  of  perfor- 
mance of  the  financial  institution,  but  may  be  given  weight  as  an  indicator  of 
potential  for  improvement  in  the  institution's  performance.  Commitments  for 
such  improvement  can  be  used  to  address  specific  problems  in  an  otherwise 
satisfactory  record.  Commitments  may  also  be  appropriate  in  addressing 
CRA  performance  in  the  context  of  the  acquisition  of  a  troubled  financial 
institution.  In  some  cases,  these  conunitments  are  important  to  the  conclu- 
sion that  convenience  and  needs  considerations  are  consistent  with  approval 
of  the  application.  In  general,  commitments  made  in  the  applications  process 
cannot  be  used  to  overcome  a  seriously  deficient  record  of  CRA  performance. 
The  Agencies  may,  where  appropriate,  require  financial  institutions  to  take 
specific  actions  designed  to  improve  CRA  performance  by  granting  condi- 
tional approval  of  an  apphcation.  In  such  cases,  approval  granted  by  an 
agency  generally  becomes  effective  or  final  only  after  confirming  that  the 
financial  institution  has  satisfied  the  appropriate  conditions. 

In  line  with  the  long-standing  view  of  the  Agencies  that  the  CRA  was  not 
intended  to  establish  a  regulatory  allocation  of  credit,  the  Agencies  have 
neither  requested  commitments  from  applicants  to  make  particular  types  or 
amounts  of  loans  nor  specified  the  terms  or  conditions  for  such  loans.  The 
Agencies  will  review  whether  the  pohdes  that  an  applicant  commits  to  adopt 
are  reasonably  directed  at  the  type  of  deficiencies,  ijf  any,  found  in  the  appli- 
cant's record,  and  whether  those  poUcies  are  consistent  with  the  safe  and 
sound  operation  of  the  financial  institution. 


Role  of  meetings 


While  not  reqtiired  under  the  CRA  or  the  regulations  of  the  Agencies,  the 
Agencies  have  in  many  instances  found  private  meetings  between  an  appli- 
cant and  a  protestant  to  be  helpful.  Such  meetings  may  clarify  the  matters  at 
issue,  aissist  the  Agencies  in  determining  whether  additional  information  is 
required,  help  to  plan  the  direction  of  the  necessary  analysis,  and,  in  some 
instances,  resolve  differences  based  on  misunderstandings  between  the  par- 
ties. These  meetings  often  provide  the  protestant  and  appUcant  an  opportu- 
nity to  submit  information  to  clarify  or  to  support  points  made  in  their  writ- 
ten submissions. 

Although  the  Agencies  believe  that  ongoing  discussion  between  a  financial 
institution  and  members  of  the  institution's  community  is  the  best  way  to 
determine  a  community's  needs,  any  decision  to  negotiate  or  to  reach  a  formal 
agreement,  either  during  or  outside  of  the  appUcations  process,  is  at  the  dis- 
cretion of  the  parties.  The  Agencies  may,  in  appropriate  cases,  facilitate  pri- 
vate meetings  and  may  attend  them.  In  doing  so,  however,  the  Agencies  will 
maintain  a  neutral  role,  and  attendance  and  participation  by  the  parties  is 
voluntary.  The  purpose  of  such  private  meetings  is  not  to  provide  a  forum  for 
the  negotiation  of  a  formal  agreement  among  the  parties,  and  the  Agencies 
do  not  require  or  enforce  such  agreements.  Moreover,  the  Agencies  do  not 
believe  that  it  is  appropriate  to  suspend  processing  an  apphcation  to  aDow 
the  parties  to  conclude  negotiations  or  to  reach  a  settlement  unless  requested 
by  the  apphcant.  The  Agencies  will  act  on  an  apphcation  once  it  has  obtained 
a  record  sufficient  to  support  a  determination  in  the  matter. 

Each  Agency,  may,  under  certain  circumstances,  order  a  public  meeting, 
hearing  or  oral  argument.  For  example,  an  Agency  may  find  that  a  pubUc 
meeting  or  hearing  on  an  apphcation  would  be  hdpful  in  order  to  develop  a 
complete  record  for  decision.  A  pubhc  meeting  or  hearing  may  be  ordered  if 
the  written  submissions  and  materials  presented  at  the  private  meetings  do 
not  develop  an  apphcation  record  that  the  reviewing  Agency  beheves  is  suffi- 
cient for  decision.  In  such  situations,  the  decision  to  call  a  public  meeting  or 
hearing  would  not  be  based  on  the  inabihty  of  the  parties  to  reconcile  their 
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differences  in  private  meetings,  but  rather  on  the  need  for  additional  informa- 
tion that  might  be  collected  through  such  a  process.  Each  Agency  follows  its 
own  regulations  and  procedures  with  respect  to  ordering  public  meetings, 
hearings  or  oral  arg^imients. 


Extension  of  comment  period 


Conclusion 


Parties  desiring  to  comment  on  applications,  including  those  wishing  to  com- 
ment on  the  CRA  record  of  a  particulsLr  finamdal  institution,  should  do  so 
promptly  and  within  the  time  periods  specified  in  the  rules  of  the  appropriate 
reviewing  Agency  and  the  relevamt  public  notices.  The  Agencies  believe  that 
this  is  important  in  order  for  the  Agencies  to  carry  out  their  responsibility  to 
process  applications  within  applicable  time  limits  consistent  with  the  public 
interest.  Timely  submission  of  comments  also  provides  an  opportunity  for 
response  by  appUcants  and  ensures  time  for  any  necessary  analysis  by  the 
reviewing  Agency. 

In  accordance  with  the  rules  of  the  Agencies,  extensions  of  time  for  public 
comment  will  be  provided  only  upon  a  showing  of  good  cause  or  as  otherwise 
permitted  by  agency  regulations.  For  exeunple,  a  brief  extension  would  be 
appropriate  where  the  application  has  not  been  promptly  made  available  for 
inspection  by  the  parties  or  where  there  has  been  inadequate  public  notice  of 
the  application.  The  Agencies  do  not  believe  that  extensions  of  time  are 
appropriate  solely  when  the  commenter  desires  more  time  to  conduct  discus- 
sions wiUi  an  applicant  An  extension  of  the  comment  period  will  only  be  for 
a  brief  period  and  normally  will  not  be  appropriate  if  it  wiU  extend  the 
appUcation-processing  period  beyond  the  time  limits  established  in  the  rele- 
vant statute  or  Agency  rules.  A  commenter  that  fails  to  submit  comments  on 
an  application  until  after  the  close  of  the  comment  period  (or  any  extension) 
may  be  precluded  from  petrticipation. 


The  Agencies  consider  it  important  that  financial  institutions  act  effectively 
to  meet  the  requirements  of  the  CRA  in  a  positive  and  ongoing  manner.  The 
Agencies  beheve  that  this  cam  be  done  in  a  way  that  will  not  only  benefit 
locsJ  communities,  but  also  will  be  consistent  with  the  ssLfe  and  sound  opera- 
tion of  financial  institutions.  Doing  so,  however,  requires  mamagerial  effort, 
oversight  and  review.  An  institution's  processes  for  meeting  the  credit  needs 
of  its  commimity  must  reflect  an  understanding  of  those  needs  and  take  into 
account  chamges  that  may  occur  in  the  community's  credit  needs.  By  apply- 
ing sound  management  techniques  to  the  challenges  presented  by  the  CRA, 
financial  institutions  can  be  agents  of  positive  chemge  for  the  cities,  towns 
and  rural  aireas  of  this  country — thereby  benefiting  themselves  as  well  as  the 
commimities  that  they  serve. 
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FIRREA  Amendment  to  the 
Community  Reinvestment  Act  of  1977 


Public  Law  101-73  (Section  1212) 

Sec  1212.  Amendment  to  the  Community  Reinvestment  Act  of  1977 

(a)  Confonning  Amendment  to  Definition  of  Regulated  Financisd  Institu- 
tion.—Section  803(2)  of  the  Community  Reinvestment  Act  of  1977 

(12  U.S.C.  2902(2))  is  aunended  by  striking  out  "insured  bank  as  defined  in 
section  3  of  the  Federsil  Deposit  Insurance  Act  or  an  insured  institution  as 
defined  in  section  401  of  the  National  Housing  Act"  and  inserting  in  lieu 
thereof  "insured  depository  institution  (as  defined  in  section  3  of  the  Fed- 
eral Deposit  Insurance  Act)." 

(b)  Examination  Improvement — The  Community  Reinvestment  Act  of 
1977  (12  U.S.C.  2901  et  seq.)  is  amended  by  adding  at  the  end  the  following 
new  section: 

Sec.  807.  Written  evaluations. 

"(a)  Required.— 

"(1)  In  general. — Upon  the  conclusion  of  each  examination  of  an 
insured  depository  institution  under  section  804,  the  appropriate  Fed- 
eral depository  institutions  regulatory  agency  shall  prepare  a  written 
evaluation  of  the  institution's  record  of  meeting  the  credit  needs  of  its 
entire  community,  including  low-  and  moderate-income 
neighborhoods. 

"(2)  Public  and  confidential  sections. — Each  written  evaluation 
required  under  paragraph  (1)  shall  have  a  pubUc  section  eind  a  con^- 
dential  section. 

"(b)  PubUc  section  of  report — 

"(1)  Findings  and  conclusions. — The  public  section  of  the  written  eval- 
uation shall — 

"(A)  state  the  appropriate  Federal  depository  institutions  regula- 
tory agency's  conclusions  for  each  assessment  factor  identified  in 
the  regulations  prescribed  by  the  Federal  depository  institutions 
regulatory  agencies  to  implement  this  Act; 

"(B)  discuss  the  facts  supporting  such  conclusions;  and 

"(C)  contain  the  institution's  rating  and  a  statement  describing 
the  basis  for  the  rating. 

"(2)  Assigned  rating. — The  institution's  rating  referred  to  in  para- 
graph (1)(C)  shall  be  one  of  the  following: 

"(A)  'Outstanding  record  of  meeting  community  credit  needs.' 
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"(B)  'Satisfactory  record  of  meeting  community  credit  needs.' 

"(C)  'Needs  to  improve  record  of  meeting  community  credit  needs.' 

"(D)  'Substantial  noncompliance  in  meeting  community  credit 
needs.' 

Such  ratings  shall  be  disclosed  to  the  public  on  and  after  July  1, 1990. 

"(c)  Confidential  section  of  report. — 

"(1)  Privacy  of  named  individuals.— The  confidential  section  of  the 
written  evailuation  shadl  contain  all  references  that  identify  any  cus- 
tomer of  the  institution,  amy  employee  or  officer  of  the  institution,  or 
any  person  or  organization  that  has  provided  information  in  confi- 
dence to  a  Federal  or  State  depository  institutions  regulatory  agency. 

"(2)  Tbpics  not  suitable  for  disclosure. — The  confidentied  section  shall 
also  contain  any  statements  obtained  or  made  by  the  appropriate  Fed- 
eral depository  institutions  reg^ulatory  agency  in  the  course  of  an 
examination  which,  in  the  judgment  of  the  agency,  are  too  sensitive 
or  speculative  in  nature  to  disclose  to  the  institution  or  the  public. 

"(3)  Disclosure  to  depository  institution. — The  confidential  section 
may  be  disclosed,  in  whole  or  part,  to  the  institution,  if  the  appropri- 
ate Federal  depository  institutions  regulatory  agency  determines  that 
such  disclosure  will  promote  the  objectives  of  this  Act.  However,  dis- 
closure under  this  pau-agraph  shsdi  not  identify  a  person  or  orgainiza- 
tion  that  hais  provided  information  in  confidence  to  a  Federal  or  State 
depository  institutions  regulatory  agency." 
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CHAPTER   6 

PROJECTS  FINANCED  BY  THE  503  PROGRAM 

40.   ELIGIBLE  PROJECTS   (§108 . 503 (b) ) 

The  purpose  of  the  503  loan  program  is  to  provide  SBCs  with 
a  portion  of  the  long-term  fixed  asset  financing  necessary 
for  economic  development  projects.   The  CDC  must  demonstrate 
to  the  satisfaction  of  SEA,  that  the  project  will  have  a 
significant  impact  in  its  community.   To  be  eligible,  a 
project  roust  meet  at  least  one  of  the  following  economic 
development  objectives: 

a.    Jobs.   One  "job  opportunity"  must  be  provided  for  each 
$35,000  of  debenture  assistance.   The  estimate  of  job 
opportunities  must  be  based  on  objective  data  provided 
by  the  SBC  at  the  time  the  loan  application  is 
submitted.   Although  the  job  opportunities  must  be  a 
direct  result  of  the  project  and  they  must  be  employees 
(including  leased  employees)  of  the  applicant  small 
concern,  they  do  not  all  have  to  be  at  the  503  project 
facility.   However,  75%  of  the  jobs  must  be  in  the 
community  where  the  project  is  located.   "Job 
opportunity,"  is  defined  as  follows: 

(1)  Full  time  or  equivalent  (8  productive  hours  per 
day/40  productive  hours  per  week)  permanent 
employment  created  as  a  direct  result  of  the 
project  within  two  years  of  permanent  financing 
under  this  part;  or 

(2)  A  reasonable  showing  of  full-time  (or  equivalent) 
permanent  employment  retained  that  would  have  been 
lost  to  the  community  but  for  the  project.   Credit 
will  not  be  given  for  retention  of  existing  jobs 
unless  it  can  be  demonstrated  to  the  satisfaction 
of  SBA  that  such  jobs  would  have  been  lost  but  for 
the  project.   "Reasonable  showing"  could  include, 
but  is  not  limited  to,  those  instances  where: 

(a)  The  SBC  is  forced  to  vacate  its  present 
facility  due  to  loss  of  the  building  lease, 

(b)  The  small  business  concern's  plant  needs  to 
be  retooled  for  the  business  to  remain 
competitive  and  remain  in  existence,  or 

EFFECTIVE  DATE:   10-14-92  Page   53 


346 


EXHIBIT  D-2 

SOP  50  22  3 


(c)   The  business  and  its  assets  are  for  sale  and 
failure  to  sell  and  provide  financing  would 
result  in  the  closure  of  the  business  or 
potential  buyers  would  move  the  business  from 
the  community. 

Community  Projects.   A  community  project  is  one  which 
will  stimulate  other  identifiable  business  development 
in  the  community,  or  which  will  bring  new  income  into 
the  area  or  assist  a  community  in  diversifying  and 
stabilizing  its  economy.   An  application  for  a  loan 
meeting  this  requirement  must  be  accompanied  by  written 
documentation  demonstrating  community  impact.   A 
reasonable  analysis  prepared  by  a  CDC  justifying  the 
project  as  it  relates  to  one  or  more  of  the  criteria 
should  be  sufficient  for  SBA  to  make  an  eligibility 
determination.  If  additional  justification  is 
necessary,  a  letter  from  an  appropriate  city  or  town 
official  that  specifically  addresses  compliance  with 
one  of  the  criteria  as  required  in  Section 
108.503(b)(2)  generally  will  be  acceptable.   It  is  not 
intended  that  eligibility  pursuant  to  Section 
108.503(b)(2)  be  so  restrictive  as  to  render  the 
objective  useless. 

Public  Policy.   A  project  that  meets  one  of  the 
following  goals: 

(1)  BUSINESS  DISTRICT  REVITALIZATION :   a  project 
located  within  a  business  area  of  a  community  with 
a  recognized  revitalization  or  redevelopment  plan 
that  encourages  business  development  as  a  means  of 
enhancing  the  economic  productivity  of  such  area. 

(2)  EXPANSION  OF  EXPORTS:   a  project  in  which  the 
eligible  small  business  concern  will  retain  or 
expand  its  ability  to  produce  or  sell  its  goods  or 
services  for  purchase  by  buyers  outside  of  the 
United  States.   To  qualify,  at  least  10%   of  the 
SBC's  revenue  must  be  from  export  sales  at  the 
time  of  the  project. 

(3)  EXPANSION  OF  MINORITY  BUSINESS  DEVELOPMENT:   a 
small  business  concern  which  is  at  least  51% 
unconditionally  owned  by  an  individual (s)  who  is  a 
member  of  a  designated  group  presumed  by  SBA  to  be 
socially  disadvantaged  (See  §124. 105(b). 
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(4)  RURAL  DEVELOPMENT:   a  project  located  in  any 
political  subdivision  or  unincorporated  area  in  a 
non-metropolitan  county  (as  defined  by  the 
Economic  Development  Division,  Economic  Research 
Service,  U.S.  Department  of  Agriculture)  or  the 
equivalent  thereof;  or  any  political  subdivision 
or  unincorporated  area  in  a  metropolitan  county  or 
the  equivalent  thereof,  which  SBA  (District 
Director  or  his  designee)  may  determine  to  be 
rural  if  such  political  subdivision  or  area  has  a 
resident  population  of  less  than  20,000. 

(5)  ENHANCED  ECONOMIC  COMPETITION:   a  project  in  which 
the  SBC  is  engaged  in  advancement  of  technology, 
plant  retooling  (expansion  or  modernization  of 
manufacturing  facilities) ,  conversion  to  robotics, 
or  competition  with  imports. 

(6)  CHANGES  NECESSITATED  BY  FEDERAL  BUDGET  CUTBACKS: 
a  project  in  which  the  SBC  is  locating  or 
expanding  in  an  area  impacted  by  Federal  budget 
cutbacks,  such  as  facility  closings  or  cutbacks  in 
defense  related  industries. 

(7)  BUSINESS  RESTRUCTURING  ARISING  FROM  FEDERALLY 
MANDATED  STANDARDS  OR  POLICIES  affecting  the 
environment  or  the  safety  and  health  of  employees, 
such  as  requirements  for  pollution  control 
equipment,  removal/encapsulation  of  asbestos,  etc. 

Other  Eliqibilitv  Considerations.   Care  must  be  taken 
by  the  SBA  processing  L/O  to  ensure  that  projects 
involving  recreational  facilities,  restaurants,  medical 
doctors,  lawyers  and  dentists  meet  either  the 
community  project  or  the  public  policy  objective 
criteria  in  addition  to  the  job  requirement  as 
reflected  in  Paragraph  40. a. 

Because  of  the  emphasis  on  Business  District 
Revitalization  and  Rural  Development,  the  requirement 
to  meet  either  the  community  project  or  the  public 
policy  objective  criteria  AND  the  job  requirement  does 
not  apply  to  doctors  and  dentists  in  these  two  areas. 
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|2-|  EXHIBIT   F-1 

Bank  of  America 


Donald  A.  Mullane 
Execulrve  Vice  President 

Corporate  Community  Development  3246 


February  3,  1993 

The  Honorable  Joseph  P.  Kennedy,  Jr. 
U.S.  Congress 

1210  Longworth  House  Office  Building 
Washington,  D.C.  20515 

Dear  Congressman  Kennedy: 

Bank  of  America  is  very  encouraged  by  President  Clinton's  call 
for  community-based  economic  development.   We  believe  one  of  the  key 
messages  of  the  1992  elections  was  the  American  public's  desire  for 
new  ways  to  strengthen  the  civic  infrastructure  of  our  communities. 
That  infrastructure  includes  jobs,  affordable  housing,  volunteer 
groups,  and  community  services  and  is  central  to  a  strong  and 
prosperous  democracy. 

We  are  convinced  that  the  level  of  community  reinvestment  in 
the  U.S.  can  increase  dramatically  within  the  current  network  of 
financial  institutions,  nonprofits,  and  community  groups.  These 
institutions  complement  each  other  and,  working  together,  can  meet 
the  needs  of  their  communities.  Congress  needs  to  provide  additional 
incentives  for  existing  capital  to  be  used  more  effectively. 
Creating  a  new  type  of  financial  institution  would  divert  scarce 
funds  and  expertise  into  administrative  functions. 

Bank  of  America  has  some  specific  ideas  for  harnessing  more  of 
the  power  of  existing  institutions  for  community-based  economic 
growth.  There  are  ample  opportunities  to  create  incentives  for  small 
business  lending,  such  as  tax  credits,  Small  Business  Administration 
profit-sharing,  and  benevolent  (below-market)  equity  and  deposits. 
Congress  and  the  Administration  need  to  explore  these  opportunities 
and  use  federal  funds  to  provide  tax  incentives  for  community 
development  lending  (broadly  defined)  rather  than  to  make  equity 
investments  in  community  development  banks. 

Before  describing  Bank  of  America's  ideas  in  detail,  I  would 
like  to  share  some  of  our  experience  in  community  development 
lending. 
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EXHIBIT  F-2 

Hon.  Joseph  Kennedy 
Feb.  3,  1993 
Page  Two 

Bank  of  America  currently  has  a  10-year  community  reinvestment 
goal  of  $12  billion.  The  vast  majority  of  the  bank's  community 
reinvestment  programs  are  operated  through  our  branch  system  in  10 
western  states,  with  California  being  the  dominant  market.  These 
programs  include: 

Home  Loans:  BofA  provides  home  loans  in  lower-income  communities  and 
to  lower-income  individuals  through  the  Neighborhood  Advantage 
program,  employing  flexible  underwriting  and  qualifying  criteria. 
Neighborhood  Advantage  loans,  for  example,  waive  the  requirement  for 
cash  reserves  at  closing  and  allow  higher  debt  ratios  than  standard 
home  loans. 

In  1992,  Bank  of  America  provided  more  than  $800  million  in 
lower-income  home  loans  in  California  alone,  including  home  purchase 
loans,  home  improvement  loans  and  refinancings. 

We  have  developed  a  variety  of  affirmative  actions  to  ensure  equal 
access  to  home  loans  among  all  racial  and  ethnic  groups.  These 
actions  include  a  three-tier  review  process  for  minority  loan 
applicants  that  are  initially  declined  and  allocation  of  funds  to 
finance  loan  applications  with  marginal  qualifying  criteria  in 
targeted  areas  (Oakland,  Los  Angeles,  and  Long  Beach). 

Current  Goal:  $750  million  annually. 

Conventional  Small  Business  Loans:  We  provide  conventional  small 
business  loans  of  $50,000  and  under,  which  target  a  very  critical 
market  with  a  high  percentage  of  minority-  and  women-owned 
businesses.  Through  the  first  three  quarters  of  1992,  these  loans 
totaled  nearly  $72  million. 

Current  Goal:  $200  million  annually. 

Consumer  Loans:  The  Bank  of  America  Special  Income  Credit  (BASIC)  is 
a  consumer  loan  product  (including  home  improvement  and  mobile  home 
purchase  loans)  with  special  underwriting  criteria  allowing 
lower-income  customers  to  qualify.  Through  the  first  three  quarters 
of  1992,  these  loans  totaled  $6.7  million. 

Current  Goal:  $12  million  annually. 
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,  „  _,  EXHIBIT  F-3 

Hon.  Joseph  Kennedy 

Feb.  3,  1993 

Page  Three 

Philanthropy:   Beginning  in  1991,  BankAmerica  Foundation  began 
targeting  a  portion  of  its  contributions  toward  community-based 
economic  development  initiatives,  including  organizations  such  as  the 
Coalition  for  Women's  Economic  Development  and  its  sister 
organization.  Women's  Initiative  for  Self-Employment.  These 
contributions  include  direct  operating  support,  and  support  for 
training  and  capacity-building  within  nonprofit  organizations. 

Current  Goal:  10  percent  of  the  Foundation's  budget  annually  (with  a 
minimum  of  $1  million). 

Equity  Investments:  Bank  of  America  has  made  several  major  equity 
investments  in  the  nonprofit  housing  sector,  including  investments  of 
more  than  $80  million  in  low-income  housing  tax  credits  through  the 
Local  Initiatives  Support  Corporation.   In  January  1993,  Bank  of 
America  made  a  direct  investment  of  $1  million  in  Founders  National 
Bank,  an  African-American  owned  institution  serving  the  South  Central 
Los  Angeles  community. 

Bank  of  America  Community  Development  Bank 

Bank  of  America  operates  in  a  very  diverse  and  dynamic  market 
with  a  wide  variety  of  credit  needs.   In  order  to  better  focus  on 
these  needs,  and  respond  in  more  creative  ways,  Bank  of  America 
formed  a  community  development  subsidiary  to  focus  exclusively  on 
low-income  housing  financing,  government-assisted  small  business 
lending,  and  economic  development. 

Bank  of  America  State  Bank  opened  in  April  1990.   It  now 
employs  over  60  people  in  offices  in  seven  western  states,  and 
effective  February  1,  1993  changed  its  name  to  Bank  of  America 
Community  Development  Bank  to  reflect  its  very  strong  community 
focus  more  accurately. 

Over  the  past  three  years,  Bank  of  America  Community 
Development  Bank  has  matured  into  a  leading  provider  of  community 
development  loans  in  its  market.  Bank  of  America  CDB  in  1992 
provided  $101  million  in  permanent  and  construction  financing  for 
low-  and  very  low-income  housing  developments  —  52  percent  to  very 
low-income  projects  (50  percent  or  less  of  median  income),  and  48 
percent  to  low-income  (80  percent  or  less  of  median  income).  Loan 
sizes  in  the  housing  portfolio  ranged  from  $300,000  to  $17.7  million 
and  included  both  urban  and  rural  markets.   Government-assisted  small 
business  loans  totaled  $30  million,  ranging  in  loan  size  from  $5,000 
to  $2.7  million,  with  46  percent  at  $100,000  or  below  and  39  percent 
to  minority-  or  women-owned  businesses. 
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EXHIBIT  F-4 

Hon.  Joseph  Kennedy 
Feb.  3,  1993 
Page  Four 

Bank  of  America  COB  transactions  typically  are  labor-intensive 
and  leverage  public-sector  resources  and/or  guarantees  to  provide 
financing  that  otherwise  might  not  be  available.  Informed  of  Bank  of 
America  CDB's  activities  and  accomplishments  in  October  1992, 
then-Gov.  Clinton  complimented  the  bank's  "innovative  and  effective 
community  development  efforts." 

Bank  of  America  CDB,  like  other  community  development  banks  in 

the  U.S.  (South  Shore  Bank,  the  Center  for  Community  Self-Help,  Elk 

Horn  Bank  &  Trust  and  Community  Capital  Bank),  has  been  able  to 

develop  creative,  and  in  some  cases  unprecedented,  approaches  to 
community  lending. 

0   Less  than  a  week  after  the  Los  Angeles  riots,  in  the  spring  of 
1992,  Bank  of  America  introduced  a  $25  million  Small  Business 
Investment  Program  offering  collateral-free  loans  of  up  to 
$100,000  to  small  businesses  that  were  damaged  during  the  civil 
unrest  and  planned  to  reopen  in  the  same  area.  We  have  since 
made  nearly  500  loan  commitments  totaling  $22.5  million 
(average  loan  commitment:  $45,000).  We  characterize  these 
loans  as  "patient  money."  They  require  no  payments  on 
principal  or  interest  for  the  first  three  years;  thereafter  the 
business  owners  have  the  option  of  converting  the  debt  into  an 
equity  share  in  their  business  to  be  held  by  Bank  of  America, 
or  converting  to  a  conventional  small  business  loan  at 
below-market  rates.  The  technical  expertise  of  Bank  of  America 
CDB's  staff  was  instrumental  in  developing  this  program  so 
quickly,  and  we  are  exploring  ways  in  which  it  can  be 
replicated  in  other  areas. 

0   Bank  of  America  CDB  developed,  and  is  managing  for  BankAmerica 
Corporation,  the  $3  million  BankAmerica  Community  Housing  Fund, 
which  the  nonprofit  Center  for  Community  Change  estimates  will 
lead  to  the  construction,  rehabilitation  and  preservation  of  up 
to  $30  million  in  low-income  housing  in  the  western  U.S.  The 
Community  Housing  Fund  will  provide  scarce  pre-development 
loans  to  nonprofit  housing  developers  to  finance  the 
preparatory  work  necessary  to  make  a  project  bankable. 

0   Bank  of  America  CDB  offers  benevolent  deposit  services  in  which 
public  agencies  and  philanthropic  and  religious  organizations 
can  use  deposits  to  buy  down  interest  rates  for  housing  and 
small  business  loans  in  targeted  areas. 
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EXHIBIT  F-5 

Hon.  Joseph  Kennedy 
Feb.  3,    1993 
Page  Five 

Our  experience  has  convinced  us  that  the  most  efficient  way  to 
increase  investment  in  disadvantaged  communities  is  through 
partnerships  that  combine  the  particular  talents  and  resources  of  the 
private  and  public  sectors,  nonprofit  and  philanthropic  sources,  and 
community-based  organizations.  Virtually  every  transaction 
originated  at  Bank  of  America  Community  Development  Bank  involves  a 
partnership.  The  public  sector  and  nonprofit  organizations  provide  a 
variety  of  activities  that  serve  as  catalysts  to  bring  private 
capital  into  the  community,  including  loan  guarantees,  benevolent 
deposits,  technical  skills,  and  information  about  community  credit 
needs.  These  collaborative  efforts  bring  together  all  the 
stakeholders  in  the  community.  Government  can  and  should  act  to 
encourage  and  support  such  partnerships. 

We  would  like  to  make  several  suggestions  how  the  federal 
government  can  provide  new  incentives  to  expand  the  market  for 
community  development  capital.  We  believe  the  thrust  of  Congress 
ought  to  be  in  two  major  directions: 

1.  To  create  regulatory  and  financial  incentives  for 
financial  institutions  to  increase  community  development 
lending,  and 

2.  To  leverage  existing  sources  of  capital  to  provide 
new  equity  for  economic  development. 

The  existing  infrastructure  for  community  development  lending 
includes  banks,  thrifts  and  a  growing  variety  of  nontraditional 
institutions.  These  nontraditional  institutions  fill  a  variety  of 
gaps  that  conventional  lenders  find  difficult  to  meet  and  are 
emerging  in  a  wide  range  of  types  and  sizes.  Examples  include 
community  loan  funds,  microenterprise  funds,  public-sector  loan 
funds,  national  nonprofit  intermediaries  such  as  the  Local 
Initiatives  Support  Corporation,  and  philanthropic  organizations. 

The  primary  needs  among  these  nontraditional  institutions  are 
for  more  capital,  staff,  and  leadership  training  to  expand  capacity. 

One  of  the  advantages  of  these  nontraditional  institutions  is 
that,  unlike  banks  and  thrifts,  their  activities  are  not  tightly 
proscribed  by  laws  and  regulations.  It  would  be  counterproductive 
for  Congress  to  create  a  new  type  of  institution  with  specified 
functions  and  authorities. 
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Some  of  the  ways  that  Congress  could  foster  community-based 
economic  growth  are  as  follows. 

Consider  the  use  of  tax  credits  or  exemptions  on  income  generated  by 
all  forms  of  community  development  lending,  such  as  affordable 
housing  construction  and  small  business  loans.  We  believe  this  has 
the  potential  to  encourage  new  and  more  creative  forms  of  community 
development  lending  by  conventional  financial  institutions. 

Streamline  and  refocus  the  Small  Business  Administration  to  increase 
allocation  of  capital  to  minority-  and  women-owned  enterprises. 
Today,  the  SBA  guarantees  loans  that  probably  would  have  been  made 
under  conventional  lending  practices,  and'  enables  lenders  to  earn 
returns  that  are  excessive  relative  to  the  risk  involved.  Unlike 
CRA,  the  SBA  program  does  not  require  lenders  to  assess  the  credit 
needs  of  small  businesses  in  their  communities,  nor  are  the  criteria 
for  becoming  an  SBA  lender  particularly  stringent. 

Capture  part  of  the  gain  accrued  by  SBA  lenders  who  sell  their  loans 
in  the  secondary  market  to  create  a  new  equity  fund  for  small 
businesses.   Today,  some  SBA  lenders  are  earning  returns  far  in 
excess  of  the  risk  they  incur  because  the  federal  government  is  not 
receiving  compensation  for  the  guarantee  it  is  providing.  The 
government  could  obtain  a  share  of  that  value  by  garnering  a 
specified  percentage  of  the  gain  on  sale,  which  currently  runs  in  the 
range  of  15  percent  to  20  percent.   If  SBA  lenders  were  required  to 
pay  half  of  their  gain  on  sale  into  an  equity  fund  for  small 
business,  a  large  pool  of  capital  would  be  available  to  invest 
directly  in  nonprofit  economic  development  corporations  or  to  fund 
tax  credits  for  small  business  loans  in  targeted  areas. 

Encourage  the  use  of  benevolent  deposits.   Public  sector  agencies  can 
free  up  more  capital  for  community  development  lending  by  making 
deposits  at  below-market  rates  in  conventional  institutions,  which 
would  in  turn  provide  discounted  loans  to  targeted  enterprises. 

There  are  many  more  constructive  ideas  being  developed  by 
banks,  nonprofit  groups,  and  public  agencies  to  support  community- 
based  economic  growth.   It  is  our  hope  that  Congress  give  a  full 
hearing  to  these  ideas,  from  a  wide  range  of  sources.  Any 
legislation  needs  to  foster  an  environment  in  which  private-sector 
initiatives  can  flourish  in  partnership  with  the  public  sector  and 
community-based  organizations.  We  look  forward  to  participating  in 
the  dialogue  as  it  moves  forward. 

Sincerely, 
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EXHIBIT  G-1 

2.      How  do  firms  use  7(a)  loans? 

Exhibit  1-4 


How  SBA  Loan  Recipients  used 
SBA  and  Commercial  Loans 


Start  business 


Purchase  business 


Stay  In  business 


Expand  business 


0%      10%     20%     30%     40%     50%     60%     70% 
H  SBA  Loan  ^  Commercial  Loan 


SBA  loans  were  used  to  start-up  or  purchase  firms  more  often  than  commercial 
loans,  and  commercial  loans  were  used  to  help  firms  stay  in  business  or  expand 
more  often  than  were  SBA  loans  (Exhibit  1-4).   While  not  shown  on  the  above 
exhibit,  we  found  that  the  comparison  group  fixms  that  had  obtained  commercial 
financing  had  used  that  financing  for  purposes  similar  to  the  recipient  group's  use  of 
commercial  (not  SBA  guaranteed)  loans. 
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